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FAM ILY FARM-TRANSFER ARRANGEMENTS 

By Marshall Harris and Elton B. HilP 
D OES A MEMBER of your family wish to operate and even­tually own the home farm? Do you wish to keep the home farm 
in the family? If so, when should the plan for the transfer be made 
and what kind of plan is best for all concerned? 
These are important questions. Some of our most serious farm­
ownership problems center around the transferring of farms within 
the family from one generation to the next. The usual midwestern 
farm family has two to four children, all of whom are prospective 
heirs to the home farm. Yet most parents have only one farm and it 
cannot be divided among several children without disrupting its opera­
tion. If one of the children takes over the farm as an owner, he usually 
has to buyout the others' interests. If he has to buy during periods of 
high prices, he may find himself deeply in debt. 
Furthermore, midwestern farmers generally use their farms as 
their "savings banks" and possess only limited outside savings. Thus, 
it is often necessary for farm parents to retain ownership of the family 
farm in order that they may be financially secure during their years 
of retirement. 
Faced with these problems, farm parents frequently fail to make 
wills or other arrangements that will better bridge the gap between 
themselves and their children in the ownership of the farm. Further 
obstacles to good transfer arrangements have often been lack of in­
formation and a reluctance to make far-reaching decisions. In most 
communities, however, are families that have successfully met the 
problems involved. And more and more fathers and mothers are 
asking how transfers within the family can be satisfactorily arranged. 
It is to answer some of these questions - to show what such trans­
fers may involve and to suggest when and how best to make them­
that this publication has been written. 
1 MARSHALL HARRIS, Agricultural Economist, U. S. Bureau of Agricultural 
Economics, Washington, D.C. ; and ELTON B. HILL, Professor of Agricultural Eco­
nomics, Michigan State College, East Lansing. 
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S H O U L D  T H E  F A R M  B E  K E P T  I N  T H E  F A M I L Y ?  
A t  t h e  o u t s e t  i t  s h o u l d  b e  s t a t e d  t h a t  t h e  i d e a  o f  t h i s  c i r c u l a r  i s  
n o t  t o  a d v o c a t e  t h a t  a l l  f a r m s  b e  " c l o s e d  s h o p s "  a n d  k e p t  i n  t h e  f a m i l y .  
T h e  d e s i r a b i l i t y  o f  a  t r a n s f e r  t o  a n o t h e r  m e m b e r  o f  t h e  f a m i l y  i s  a  
q u e s t i o n  e a c h  f a r m - o w n i n g  f a m i l y  h a s  t o  d e c i d e  f o r  i t s e l f .  F o r  a  
n u m b e r  o f  r e a s o n s  i t  m a y  n o t  b e  w i s e  f o r  a  m e m b e r  t o  c o n t i n u e  o n  t h e  
h o m e  f a r m ,  a n d  i t  m a y  n o t  e v e n  b e  f e a s i b l e .  S o m e t i m e s  n o  o n e  i s  
i n t e r e s t e d  i n  f a r m i n g  o r  h a s  t h e  a b i l i t y  t o  m a k e  a  s u c c e s s  o f  i t .  O t h e r  
t i m e s  t h e  f a r m  i t s e l f  i s  t o o  s m a l l  o r  f o r  s o m e  o t h e r  r e a s o n  d o e s  n o t  
p r e s e n t  e n o u g h  o p p o r t u n i t i e s  t o  i n t e r e s t  t h e  f a r m  s o n .  
T h e  s o n  a n d  h i s  f a m i l y  n e e d  t o  s i z e  u p  a l l  a n g l e s  o f  t h e  s i t u a t i o n ,  
d e c i d e  w h a t  a p p e a r s  b e s t  f o r  t h e m ,  a n d  p r e p a r e  t o  a c t  a c c o r d i n g l y .  
T h e  p a r e n t s  n e e d  t o  d o  l i k e w i s e .  T h e y  s h o u l d  a s k  t h e m s e l v e s  t h e s e  
q u e s t i o n s :  W h o  w o u l d  o p e r a t e  t h e  f a r m  i f  o u r  s o n  s h o u l d  d e c i d e  t o  
l e a v e ?  W o u l d  i t  b e  b e t t e r  t o  k e e p  a n  i n t e r e s t e d ,  a b l e  m e m b e r  o f  t h e  
f a m i l y  o n  t h e  f a r m  o r  t o  s e l l  o r  r e n t  i t  t o  a  s t r a n g e r ?  
S o m e t i m e s  c o m p r o m i s e s  a r e  n e c e s s a r y  i n  w o r k i n g  o u t  a  f a r m ­
t r a n s f e r  p l a n  w i t h i n  t h e  f a m i l y  - b u t  t h e  p l a n  m a y  s t i l l  b e  m o r e  a d ­
v a n t a g e o u s  t o  t h e  p a r e n t s  t h a n  a n y  o t h e r ,  a n d  a l s o  b e t t e r  f o r  t h e  s o n  
t h a n  w h a t  h e  c o u l d  d o  e l s e w h e r e .  
G o a l s  t o  b e  a t t a i n e d .  I n  d e c i d i n g  w h a t  t o  d o ,  m u c h  d e p e n d s  o n  
w h e t h e r  t r a n s f e r r i n g  t h e  f a r m  w i t h i n  t h e  f a m i l y  w i l l  h e l p  t h e  v a r i o u s  
m e m b e r s  t o  a c h i e v e  t h e i r  g o a l s .  S o m e t i m e s  k e e p i n g  t h e  f a r m  i n  t h e  
f a m i l y  i s  i t s e l f  a  p r i m a r y  g o a l :  t h e  f a m i l y  m a y  h a v e  a  s o l i d a r i t y  a n d  
s i n g l e n e s s  o f  p u r p o s e  w h i c h  w i l l  o v e r s h a d o w  o t h e r  c o n s i d e r a t i o n s  f o r  
t h e  c h i l d r e n  s u c h  a s  s e e k i n g  d i f f e r e n t  o c c u p a t i o n s  o r  m o r e  e d u c a t i o n .  
T h o u g h  d i f f e r e n t  f a m i l i e s  m a y  v a r y  w i d e l y  i n  s o m e  o f  t h e i r  a i m s ,  
c e r t a i n  n e e d s  - s u c h  a s  t h e  n e e d  f o r  s e c u r i t y  - a r e  c o m m o n  t o  a l l .  
O b s e r v a t i o n s  o f  m a n y  f a m i l y  f a r m - t r a n s f e r  s i t u a t i o n s  i n d i c a t e  t h a t  a  
g o o d  a r r a n g e m e n t  s h o u l d  l e a d  t o  t h e s e  f o u r  g o a l s :  
1 .  R e a s o n a b l e  d e g r e e  o f  s e c u r i t y  f o r  t h e  p a r e n t s .  
2 .  R e a s o n a b l e  d e g r e e  o f  s e c u r i t y  f o r  t h e  f a r m - o p e r a t i n g  h e i r  o r  
h e i r s .  
3 .  E q u i t a b l e  t r e a t m e n t  o f  t h e  o t h e r  h e i r s .  
4 .  M a i n t e n a n c e  o f  t h e  f a r m  a s  a  g o i n g  c o n c e r n  a n d  o n  a n  e f ­
f i c i e n t  b a s i s .  
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The family sits down to talk over possible plans. 
Situations favorable to keeping the farm in the family. Families 
that are considering a transfer during the parents' lifetime are most 
likely to achieve the above-mentioned goals and effect a successful 
transfer if the following setup exists: 
1. A capable son or son-in-law wishes to operate and own the 
home farm. 
2. The farm is large enough and productive enough that­
(a ) 	 It can support two families and have two dwellings, so 
there will be satisfactory living conditions. 
(b ) 	 The farm-transfer process can begin with a family farm­
operating agreement that will mature into full ownership 
by the son or son-in-law. 
3. The family as a whole wishes to keep the farm in the family 
and is willing to make the decisions necessary to give the farm-oper­
ating heir some early assurance as to his future ownership of the home 
farm. 
4. Income from the farm and other sources can be expected to 
provide a reasonable degree of security for the parents following their 
retirement from farm operations. 
5. The son or son-in-law and his family at a reasonably early age 
can make definite plans for attaining ownership of the home farm. 
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T h e  a b o v e  c o n s i d e r a t i o n s  a r e  o f  l e s s  i m p o r t a n c e  i f  t h e  f a r m  i s  t o  
b e  t r a n s f e r r e d  a f t e r  t h e  d e a t h  o f  t h e  p a r e n t s  - e i t h e r  b y  c o n t r a c t ,  
w i l l ,  o r  t h e  l a w s  o f  d e s c e n t .  I n  s u c h  c a s e s  t h e  e s s e n t i a l  f a c t o r  i s  t h e  
d e c i s i o n  o f  t h e  f a r m - o p e r a t i n g  h e i r  o r  h e i r s  a n d  t h e  r e s t  o f  t h e  f a m i l y  
a s  t o  w h e t h e r  i t  i s  g o o d  b u s i n e s s  t o  k e e p  t h e  f a r m  i n  t h e  f a m i l y .  
A  G O O D  S T A R T I N G  P O I N T  
M a n y  t i m e s  t h e  f i r s t  s t e p  t o w a r d  a  f a r m  t r a n s f e r  w i t h i n  t h e  f a m i l y  
i s  a  f a m i l y  f a r m - o p e r a t i n g  a r r a n g e m e n t  ( o f t e n  c a l l e d  a  f a t h e r - s o n  
f a r m - o p e r a t i n g  a r r a n g e m e n t  ) .  N o t  a l l  f a r m  f a m i l i e s ,  p a r t i c u l a r l y  t h o s e  
o n  s m a l l  f a r m s ,  g o  t h r o u g h  t h i s  s t e p .  M a n y  p a r e n t s  f e e l ,  h o w e v e r ,  t h a t  
a  f a m i l y  f a r m - o p e r a t i n g  a r r a n g e m e n t  i s  a n  e x c e l l e n t  w a y  t o  h e l p  o n e  o r  
m o r e  o f  t h e i r  s o n s  g e t  s t a r t e d  i n  f a r m i n g .  W h e n  t h e  h o m e  f a r m  i s  t o o  
s m a l l  t o  p r o v i d e  f u l l - t i m e  j o b s  f o r  t w o  m e n  a n d  e n o u g h  i n c o m e  f o r  
t w o  f a m i l i e s ,  a d d i t i o n a l  l a n d  - e v e n  a n  e n t i r e  f a r m  u n i t  - m a y  b e  
r e n t e d  o r  b o u g h t  a n d  t h e  h o m e ' f a r m  u s e d  a s  a  " b a s e  o f  o p e r a t i o n s . "  
I n  f a m i l y  f a r m - o p e r a t i n g  a r r a n g e m e n t s ,  t h i s  s e q u e n c e  o f  a g r e e ­
m e n t s  i s  o f t e n  f o l l o w e d  a f t e r  t h e  s o n  f i n i s h e s  s c h o o l :  
1 .  W a g e - a n d - s h a r e  a g r e e m e n t ,  o r  e n t e r p r i s e  a g r e e m e n t .  W h e n  
a n  a g r e e m e n t  i s  o n  t h e  w a g e - p l u s - s h a r e  b a s i s ,  t h e  s o n  u s u a l l y  p a r t i c i ­
p a t e s  i n  t h e  f a r m  e a r n i n g s  o n l y  w h e n  h i s  s h a r e  o f  t h e  n e t  r e t u r n s  
e x c e e d s  h i s  w a g e  a l l o w a n c e .  S u c h  a n  a g r e e m e n t  m a y  b e  f o r  a  t r i a l  
p e r i o d  t o  s e e  i f  t h e  s o n  l i k e s  f a r m i n g  a n d  a l s o  i f  t h e  f a t h e r  a n d  s o n  
w i s h  t o  c o n t i n u e  f a r m i n g  t o g e t h e r .  I t  s h o u l d  b e  r e g a r d e d  a s  o n l y  
F o r  i n f o r m a t i o n  o n  f a t h e r - s o n  f a r m - o p e r a t i n g  a r r a n g e m e n t s  y o u r  
a t t e n t i o n  i s  c a l l e d  t o  s u c h  b u l l e t i n s  a s  y o u r  o w n  s t a t e  m a y  h a v e  o n  
t h i s  s u b j e c t .  I n  a d d i t i o n ,  y o u r  s t a t e  m a y  h a v e  c o p i e s  o f  N o r t h  C e n t r a l  
R e g i o n a l  P u b l i c a t i o n  1 7 ,  " F a m i l y  F a r m - O p e r a t i n g  A g r e e m e n t s , "  p u b ­
l i s h e d  b y  t h e  M i c h i g a n  A g r i c u l t u r a l  E x p e r i m e n t  S t a t i o n .  I t  w a s  
w r i t t e n  b y  E l t o n  B .  H i l l  a n d  M a r s h a l l  H a r r i s  a s  a  c o m p a n i o n  p u b l i c a ­
t i o n  t o  t h i s  b u l l e t i n  o n  f a r m  t r a n s f e r s .  F o r  a  c o p y  o f  " F a m i l y  F a r m ­
O p e r a t i n g  A g r e e m e n t s "  o r  o f  a  b u l l e t i n  o n  t h e  s a m e  s u b j e c t  f r o m  
y o u r  o w n  s t a t e ,  w r i t e  t o  y o u r  S t a t e  A g r i c u l t u r a l  C o l l e g e  o r  t o  y o u r  
C o u n t y  A g r i c u l t u r a l  E x t e n s i o n  O f f i c e .  M a n y  s t a t e s  a l s o  h a v e  f o r m s  
f o r  f a t h e r - s o n  f a r m - o p e r a t i n g  a r r a n g e m e n t s .  
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a temporary stage, since most sons do not become farmers or continue 
to be interested in farming when working on a wage basis for long 
periods. 
Enterprise agreements should also be considered only as short 
transition stages between the FFA or 4-H period and a business 
arrangement with the father on the entire farm. Most farms are too 
small to divide into separate enterprises. If the father-son farm business 
arrangement covers the entire farm, it is more likely to succeed. 
2. Income-sharing agreement. Some families omit wage or enter­
prise agreements and go directly into some type of income-sharing 
arrangement. In this stage, father and son are on a more nearly equal 
basis. Both participate in the farm work and management, contribute 
to the expenses, and receive a percentage share of the income. Usually 
the division of farm earnings is made after all farm purchases and 
expenses and the contributions of both parties have been deducted 
from the total farm income. The son may buy an interest in the 
farm personal property. Often this plan develops into a father-son 
partnership. 
3. Rental agreement. The son rents the farm from the father 
under some type of standard lease agreement, either on a cash or a 
share basis. The father, at this stage, usually retires, or largely retires, 
from the day-to-day work and management of the farm. If there is 
adequate housing, the father and mother often continue to live on the 
home farm and get much of their living from it. 
lt is well for the son to acquire ownership of all machinery and a 
share of livestock, feed, crops, and supplies at this time. The father 
will be relieved of worry and responsibility if he sells his interest in 
the farm personal property to the son, and the son will be in a much 
better position, from the standpoints of both finances and experience, 
to take the final step toward attaining ownership of the home farm. 
Farm-operating arrangement not enough. A father-son agreement 
is only one step which the son takes on the ladder toward ownership 
of either the home farm or some other farm. After such an arrange­
ment has been going on a few years, it is only natural for the son and 
his wife to begin thinking of their future and the possibilities of acquir­
ing ownership of the farm they are operating. Thus the need arises to 
discuss when and how to make family farm-transfer arrangements. 
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W H E N  T O  M A K E  T H E  T R A N S F E R  
W h e n  t o  m a k e  t h e  p l a n .  S o o n e r  o r  l a t e r  f a r m - t r a n s f e r  d e c i s i o n s  
m u s t  b e  m a d e .  E v e n t u a l l y  f a r m s  m u s t  p a s s  t o  t h e  n e x t  g e n e r a t i o n ;  a n d  
e v e n t u a l l y  m o s t  y o u n g  f a r m e r s  w i l l  a c q u i r e  f a r m s .  I t  i s  u s u a l l y  b e s t  
f o r  b o t h  t h e  p a r e n t s  a n d  t h e  c h i l d r e n  i f  t r a n s f e r  a g r e e m e n t s  a r e  m a d e  
e a r l y  - w h i l e  t h e  f a t h e r  a n d  m o t h e r  a r e  s t i l l  a c t i v e  a n d  p o s s i b l y  s t i l l  
p a r t i c i p a t i n g  i n  t h e  f a r m  o p e r a t i o n .  A  g r e a t  m a n y  m i s u n d e r s t a n d i n g s  
c a n  b e  a v o i d e d  t h i s  w a y .  
C e r t a i n  t i m e s  a r e  m o r e  c r i t i c a l  t h a n  o t h e r s  f o r  c o n s i d e r i n g  a n d  
m a k i n g  t r a n s f e r  a r r a n g e m e n t s .  T h e s e  t i m e s  a r e :  
1 .  W h e n  t h e  s o n  m a r r i e s .  
2 .  W h e n  h e  a t t a i n s  m a t u r i t y  w i t h  r e s p e c t  t o  f a r m  e x p e n e n c e ,  
b u s i n e s s  j u d g m e n t ,  a n d  m a n a g e r i a l  a b i l i t y .  
3 .  W h e n  t h e  s o n  h a s  a c c u m u l a t e d  e n o u g h  c a p i t a l  t o  b u y  a l l  o r  
m o s t  o f  t h e  f a r m  p e r s o n a l  p r o p e r t y .  
4 .  W h e n  t h e  f a t h e r  r e t i r e s  e i t h e r  c o m p l e t e l y  o r  p a r t i a l l y  f r o m  t h e  
d a y - t o - d a y  w o r k ,  m a n a g e m e n t ,  a n d  o t h e r  r e s p o n s i b i l i t i e s  o f  o p e r a t i n g  
t h e  f a r m  b u s i n e s s .  T h i s  i s  o f t e n  a  g o o d  t i m e  t o  s t a r t  t h e  a c t u a l  t r a n s f e r ,  
p r o v i d e d  t h e  p a r e n t s  c a n  b e  a s s u r e d  o f  f i n a n c i a l  s e c u r i t y .  
S h o u l d  t r a n s f e r  b e  m a d e  d u r i n g  t h e  p a r e n t s '  l i f e t i m e ?  R e a c h i n g  a  
d e c i s i o n  d o e s  n o t ,  o f  c o u r s e ,  n e c e s s a r i l y  m e a n  a n  i m m e d i a t e  t r a n s f e r .  
I n  f a c t ,  m a n y  l a w y e r s  a d v i s e  a g a i n s t  p a r e n t s '  t r a n s f e r r i n g  t h e i r  f a r m s  
b e f o r e  d e a t h  u n l e s s  t h e y  c a n  b e  a s s u r e d  o f  a s  m u c h  s e c u r i t y  a n d  i n d e ­
p e n d e n c e  a s  o w n e r s h i p  o f  t h e  f a r m  a f f o r d s  t h e m .  
B u t  f a r m s  t e n d  t o  g r o w  o l d  a l o n g  w i t h  t h e  o p e r a t o r ,  a n d  o f t e n  t h e  
l o n g - t i m e  w e l f a r e  o f  t h e  p a r e n t s  d e p e n d s  o n  h a v i n g  s o m e o n e  o p e r a t e  
a n d  m a i n t a i n  t h e  f a r m  i n  a s  p r o d u c t i v e  a n d  e f f i c i e n t  a  m a n n e r  a s  p o s ­
s i b l e .  I n  t h i s  w a y  t h e  c a p i t a l  v a l u e  a s  w e l l  a s  t h e  e a r n i n g  p o w e r  i s  
m a i n t a i n e d .  T h e  l o g i c a l  p e r s o n  t o  k e e p  t h e  f a r m  g o i n g  i s  u s u a l l y  t h e  
o p e r a t i n g  s o n .  H e  h a s  a  n a t u r a l  i n t e r e s t  i n  t h e  f a r m  a n d  w a n t s  t o  k e e p  
i t  i n  g o o d  c o n d i t i o n .  Y e t  i f  h e  d o e s  s o  h e  w a n t s  t o  f e e l  t h a t  t h e  l o n g ­
t i m e  w e l l - b e i n g  o f  h i s  o w n  f a m i l y  i s  a s s u r e d .  C o m p l e t e  o r  p a r t i a l  
o w n e r s h i p  o f  t h e  h o m e  f a r m  i s  u s u a l l y  h i s  b e s t  a s s u r a n c e  o f  s e c u r i t y .  
B e s t  t i m e  f o r  s o n  n o t  a l w a y s  b e s t  t i m e  f o r  p a r e n t s .  T h e  s o n  a n d  
h i s  w i f e ,  o f  c o u r s e ,  n e e d  t o  h a v e  p a t i e n c e  a n d  j u d g m e n t  i n  t h i s  m a t t e r  
o f  r e a c h i n g  a n  u n d e r s t a n d i n g  a b o u t  t h e  t r a n s f e r r i n g  o f  t h e  f a r m  t o  
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them. It is not always feasible for the parents to make arrangements 
at the time most favorable to the son, particularly when the father is 
still young enough to put in a full day of work on the farm. 
The age difference between father and son is often an important 
factor in determining the best time and method for making transfer 
arrangements. For example, if the first son was born when the father 
was 23 years old, the father would be only 58 when the son was 35 
and, probably having a family of his own, would be ready to start 
acquiring ownership of a farm. In such a case the son and his family 
would need to decide whether to remain at home without the prospect 
of immediate ownership or start out on another farm. 
Often the father himself does not obtain title to the farm or have 
the mortgage paid off until he is in his late fifties or early sixties. In 
Minnesota, when a farm-operating son, age 31, was asked about his 
future ownership of the home farm, he said that his father, age 68, 
had just inherited the farm from his mother 7 years before, and that 
he felt his father ought to keep the farm a few years. This situation, 
perhaps altogether too common, reflects good judgment or tolerance 
on the part of the son; but, except for unusual circumstances, it would 
have been much better for everybody concerned had the father gained 
possession of the farm earlier in life than at age 61. 
Too much caution an obstacle. Despite the need for mutual 
tolerance and understanding, too much caution may be a hindranc~ 
in planning a transfer. Sometimes a plan has not been made simply 
because father and son each was waiting for the other to bring up the 
subject. There comes a time when caution is no longer a virtue but 
a mistake. It is better for each party to ask the other about the pos­
sibility of a transfer plan rather than to let a definite agreement go 
by default. The question of when to make the transfer thus often 
becomes one of how to get a plan started. 
HOW TO MAKE THE TRANSFER 
Farm-transfer arrangements may be of three general types: 
1. Transfer of ownership during the life of the owner by sale 
or gift. 
2. Transfer plans which are made during the life of the owner 
but which do not take effect until the death of the owner. This type 
of arrangement includes transfer by contract, by gift of deed with a 
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r e s e r v a t i o n  o f  a  l i f e  e s t a t e ,  b y  w i l l ,  a n d  b y  t h e  c r e a t i o n  o f  a  j o i n t  
t e n a n c y .  
3 .  D i s t r i b u t i o n  o f  t h e  e s t a t e  a f t e r  t h e  d e a t h  o f  t h e  o w n e r  a c c o r d ­
i n g  t o  s t a t e  l a w s  o f  d e s c e n t .  
T h e  p r o c e s s  o f  p l a n n i n g  a n d  m a k i n g  a  f a m i l y  f a r m - t r a n s f e r  m a y  
i n c l u d e  m a n y  d i f f e r e n t  s t a g e s ,  r a n g i n g  a l l  t h e  w a y  f r o m  t a l k i n g  o v e r  
t h e  g e n e r a l  i d e a  t o  a c t u a l l y  m a k i n g  o u t  t h e  p a p e r s .  T h e  m a k i n g ­
o u t - t h e - p a p e r s  s t a g e  m a y  i n c l u d e  a n y o n e  o f  t h e  f o l l o w i n g  s t e p s :  
( 1 )  m a k i n g  a  w i l l ,  ( 2 )  g i v i n g  a n  o p t i o n  t o  b u y ,  ( 3 )  s e l l i n g  t o  t h e  
s o n  o n  c o n t r a c t ,  ( 4  )  s e l l i n g  o u t r i g h t ,  a n d  ( 5  )  g i v i n g  t h e  s o n  t h e  f a r m  
- f o r  e x a m p l e ,  g i v i n g  a  d e e d  w i t h  t h e  r e s e r v a t i o n  o f  a  l i f e  e s t a t e .  
G e t  l a w y e r ' s  a d v i c e .  A  l a w y e r ' s  h e l p  i s  v e r y  i m p o r t a n t  a t  a l l  
s t a g e s  o f  a  f a m i l y  f a r m - t r a n s f e r ,  p a r t i c u l a r l y  w h e n  i t  c o m e s  t o  m a k i n g  
o u t  t h e  p a p e r s .  I t  i s  e s s e n t i a l  t h a t  t h e y  b e  d r a w n  u p  b y  a  g o o d  l a w y e r ,  
s o  t h a t  t h e  a r r a n g e m e n t  w i l l  b e  l e g a l l y  b i n d i n g  a n d  w i l l  g o  t h r o u g h  
a s  p l a n n e d .  
O n  t h e  o t h e r  h a n d ,  a  t r a n s f e r  m a y  b e  l e g a l l y  c o r r e c t  b u t  n o t  
a c c e p t a b l e  f r o m  t h e  s t a n d p o i n t  o f  t h e  o p e r a t i n g  h e i r .  T h u s  t h e  f a m i l y  
s h o u l d  t a k e  t i m e  f o r  a  g r e a t  d e a l  o f  t h o u g h t  a n d  d i s c u s s i o n  a b o u t  t h e  
b e s t  w a y  o f  m a k i n g  t h e  t r a n s f e r  i n  t h e i r  p a r t i c u l a r  s i t u a t i o n .  A l s o ,  i f  
t h e  f a m i l y  h a v e  t h o u g h t  t h r o u g h  t h e i r  p l a n s  b e f o r e  v i s i t i n g  t h e i r  
l a w y e r ,  i t  w i l l  s a v e  h i s  t i m e  a n d  r e d u c e  c o s t s .  T h e  p l a n s  a n d  s i t u a t i o n  
c a n  b e  w r i t t e n  d o w n  f o r  h i m  t o  r e a d .  
T h e  f i r s t  v i s i t  t o  t h e  l a w y e r  m a y  b e  t o  a s k  q u e s t i o n s  a n d  d i s c u s s  
m e t h o d s  o f  p r o c e d u r e .  H e  m a y  s u g g e s t  c h a n g e s  i n  t h e  p l a n  w h i c h  w i l l  
F a t h e r  a n d  s o n s  c o n s u l t  a  l a w y e r .  
save taxes or help prevent future trouble. Then the family can give 
further consideration to their arrangements. It may be desirable to 
consult a lawyer several times before the final papers are completed. 
The abstract of title should be brought up-to-date by a capable 
abstractor as well as examined by a competent lawyer. This will let 
the party receiving the farm know that the title is good. 
Examples of family transfer arrangements. In the Beatrice, N e­
braska, area farm people give a great deal of attention to farm 
transfers within the family. In general, the pattern is about as follows: 
1. When the parents have enough other income and property for 
their own needs, they often give the son a warranty deed to the farm 
subject to a mortgage equal to the other heirs' share and payable over 
a certain period, say 5 or 10 years, after the death of the surviving 
parent. (Under such a plan the son needs to build up reserves to help 
meet the payments when they come due.) 
2. When the parents are dependent on the farm for their income 
and support during old age, they continue to keep title to the farm and 
either (a) make a will that states which son is to get the farm and 
under what terms, such as the amount and time of payments to the 
other heirs, or (b) give the son a contract which indicates that he is 
to have the farm upon payment of specified amounts at stated times 
to the parents during their lifetime and to the other heirs following 
the decease of the surviving parent. 
Life insurance may aid. Life insurance, taken out by the father 
when he was relatively young and in good health, can be helpful in 
the family farm-transfer process. A low-premium type, such as ordinary 
life insurance, usually gives the most protection for a given expendi­
ture. Insurance proceeds are well suited to meeting the expenses of 
settling an estate. Without them, the costs may require more ready 
cash than is available and may put a burden on the heirs, especially 
the one who is to continue on the home farm. Also, the heirs not 
interested in the operation of the farm can receive all or part of their 
equitable share of the estate through their father's life insurance, leav­
ing the farm intact for the son who is to inherit it. l 
1 For additional information as to how life insurance may aid, consult your 
local insurance agent and also refer to "Life Insurance for Farm Families," 
U. S. Dept. of Agr. Misc. Pub. 621, 1947. 
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W h e n e v e r  a  y o u n g  f a r m e r  t a k e s  o n  m a j o r  d e b t  o r  o t h e r  s i m i l a r  
o b l i g a t i o n s ,  h e  m a y  w i s h  t o  c a r r y  e n o u g h  i n s u r a n c e  t o  p a y  t h e  d e b t  o r  
t o  p r o v i d e  f o r  t h e  p r o t e c t i o n  o f  h i s  w i f e  a n d  f a m i l y  i n  t h e  e v e n t  o f  h i s  
d e a t h  o r  s e r i o u s  i l l n e s s  o r  i n j u r y .  A  m o r t g a g e - r e d e m p t i o n  p o l i c y  c a n  
b e  c a r r i e d  w h i c h  c o n t i n u e s  t o  c o v e r  e i t h e r  t h e  f u l l  a m o u n t  o f  t h e  
m o r t g a g e  o r  s i m p l y  t h e  r e m a i n i n g  b a l a n c e  d u e .  T h e  l a t t e r  k i n d  o f  
c o v e r a g e  i s  k n o w n  a s  a  r e d u c i n g  t y p e  o f  p o l i c y .  
V E R B A L  P R O M I S E S  A N D  U N D E R S T A N D I N G S  
A  v e r b a l  p r o m i s e  o r  a  f a m i l y  u n d e r s t a n d i n g  a s  t o  w h o  i s  g o i n g  
t o  h a v e  t h e  f a m i l y  f a r m  i s  o f t e n  t h e  f i r s t  s t e p  t o w a r d  a n  a c t u a l  t r a n s f e r .  
S u c h  p r o m i s e s  m a y  i n c l u d e  ( 1 )  a  p r o m i s e  t o  m a k e  a  w i l l  i n  w h i c h  
t h e  h e i r  w h o  i s  o p e r a t i n g  t h e  f a r m  w i l l  r e c e i v e  t h e  f a r m  u p o n  p a y m e n t  
o f  c e r t a i n  a m o u n t s  t o  o t h e r  h e i r s ,  ( 2 )  a  p r o m i s e  t o  s e l l  i t  t o  h i m  a t  a  
c e r t a i n  d a t e ,  o r  ( 3 )  a  p r o m i s e  t o  g i v e  t h e  h o m e  f a r m  t o  t h e  o p e r a t i n g  
h e i r  u n d e r  c e r t a i n  c o n d i t i o n s .  
O f t e n ,  h o w e v e r ,  t h e r e  i s  a  l o n g  d e l a y  i n  p u t t i n g  t h e s e  p r o m i s e s  
a n d  u n d e r s t a n d i n g s  i n t o  w r i t t e n ,  l e g a l  f o r m .  I f  t h e  t i t l e  h o l d e r  s h o u l d  
d i e  i n  t h e  m e a n t i m e ,  t h e  o p e r a t i n g  s o n  a n d  h i s  f a m i l y  m a y  f i n d  t h e m ­
s e l v e s  w i t h o u t  t i t l e  t o  t h e  p r o p e r t y  t h e y  e x p e c t e d  t o  r e c e i v e .  
P r o m i s e s  t h a t  h a v e  r e s u l t e d  f r o m  a  g e n e r a l  u n d e r s t a n d i n g  o f  t h e  
p a r e n t s  a n d  a l l  t h e  h e i r s  a r e  m o r e  l i k e l y  t o  b e  c a r r i e d  t h r o u g h  a s  a  
m a t t e r  o f  m o r a l  o b l i g a t i o n  t h a n  a r e  p r o m i s e s  n o t  a g r e e d  t o  b y  t h e  
o t h e r  h e i r s .  B u t  m a n ' s  m e m o r y  i s  s h o r t ,  a n d  t h e r e  m a y  b e  h o n e s t  
d i f f e r e n c e s  o v e r  w h a t  w a s  o r i g i n a l l y  p r o m i s e d .  O r  s o m e o n e  i n  t h e  
f a m i l y  m a y  s i m p l y  t a k e  t h e  p o s i t i o n  t h a t  t h e  o r a l  u n d e r s t a n d i n g  i s  n o t  
l e g a l l y  e n f o r c e a b l e .  S o ,  i f  f u t u r e  d i f f i c u l t i e s  a n d  m i s u n d e r s t a n d i n g s  a r e  
t o  b e  a v o i d e d ,  v e r b a l  a g r e e m e n t s  s h o u l d  b e  p u t  i n t o  a  w r i t t e n ,  l e g a l  
f o r m  a s  s o o n  a s  p o s s i b l e .  
T R A N S F E R  B Y  L A W S  O F  D E S C E N T  
T h e  l a w s  o f  d e s c e n t  a n d  d i s t r i b u t i o n  a r e  s t a t e  l a w s  d e s i g n e d  t o  
d i s t r i b u t e  p r o p e r t y  a m o n g  t h e  s u r v i v o r s  o f  a  p e r s o n  w h o  h a s  n o t  l e f t  
a  v a l i d  w i l l  o r  m a d e  o t h e r  e f f e c t i v e  a r r a n g e m e n t s  f o r  t h e  d i s p o s a l  o f  
h i s  p r o p e r t y .  I f  t h e  p a r e n t s  h o l d  o w n e r s h i p  o f  t h e  h o m e  f a r m  b y  j o i n t  
t e n a n c y  w i t h  t h e  r i g h t  o f  s u r v i v o r s h i p ,  t h e n  t h e  p r o p e r t y  g o e s  t o  t h e  
s u r v i v i n g  s p o u s e  a n d  w i l l  n o t  b e  t r a n s f e r r e d  b y  t h e  l a w s  o f  d e s c e n t  o r  
b y  w i l l  u n t i l  t h e  d e a t h  o f  b o t h  p a r e n t s .  
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Property owners should inform themselyes as to the provisions of 
such laws within their own state. For latest information it is best to 
consult a lawyer. 
When there is more than one heir in the younger generation. The 
laws of descent usually do not result in the satisfactory transfer of 
a farm to a member of the family when there are other heirs besides 
the operating son. In such instances, the ownership of the farm is di­
vided among the various heirs. If one son should desire to acquire com­
plete ownership, he must arrange to buyout the other heirs. This is 
often difficult because (1 ) the heirs may disagree as to a price for the 
farm, (2 ) one or more of the heirs may not want to sell their interest 
at the time the farm-operating heir or heirs wish to buy, or (3) in 
order to buyout the other heirs the son may have to assume too large 
a debt obligation. 
Fair and equitable treatment of the various children is frequently 
not achieved when the laws of descent are allowed to operate. For 
example, one son often remains at home helping with the farm work 
for several years after finishing school. Often he receives only a small 
allowance. Occasionally a son or daughter may spend several years, 
without compensation, caring for parents while they are ill or unable 
to work. Unless some provision is made to compensate children for 
such services, either during the lifetime of the parents or by will, they 
will be unable to collect compensation for their services and, under the 
laws of descent, will receive no more than the other heirs. 
When there is one heir in the younger generation. The state laws 
of descent may not permit a satisfactory farm-transfer arrangement 
even when there is only one heir. State laws vary, but most states pro­
vide for the surviving spouse to have a "dower" or "curtesy right" 
that generally amounts to a life estate in part of the property. This 
right cannot be destroyed by will. Also many states provide that a 
widow may waive her dower interest, take part of the realty in fee 
simple, and sell or otherwise transfer this property to anyone. In other 
words, the son's expectation of inheriting this property may be, and 
sometimes is, defeated. 
Other disadvantages. Permitting the laws of descent to govern 
the disposal of farm property has other disadvantages. For one thing, 
the son is often old enough and his family responsibilities are such 
that he may want or really need to start acquiring ownership long 
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b e f o r e  t h e  d e a t h  o f  t h e  p a r e n t s .  A l s o ,  t h e  w i d o w  m a y  r e c e i v e  a  s o m e ­
w h a t  s m a l l e r  s h a r e  o f  t h e  p r o p e r t y  t h a n  m i g h t  h a v e  b e e n  p r o v i d e d  
f o r  h e r  i n  a  w i l l .  
N e w  b u i l d i n g s ,  c h a n g e s  a n d  r e p a i r s  i n  o l d  i m p r o v e m e n t s ,  a n d  s o i l ­
c o n s e r v a t i o n  m e a s u r e s  a r e  n e e d e d  f r o m  t i m e  t o  t i m e  o n  m o s t  f a r m s .  
T h i s  w o r k  i s  n o t  l i k e l y  t o  b e  d o n e  b y  a  s o n  u n d e r  t h e  c o m m o n  t y p e s  o f  
l e a s e s  o r  f a t h e r - s o n  f a r m  b u s i n e s s  a g r e e m e n t s .  A  d e f i n i t e  p l a n  f o r  t h e  
t r a n s f e r  o f  t h e  f a r m  a n d  s o m e  f o r m  o f  l e g a l  d o c u m e n t  f o r  c a r r y i n g  
t h e s e  p l a n s  i n t o  e f f e c t  a r e  e s s e n t i a l  t o  t h e  c o n t i n u e d  a n d  p r o p e r  
o p e r a t i o n  o f  t h e  f a r m  b u s i n e s s .  
T R A N S F E R  B Y  W I L L  
A  w i l l  i s  a  w r i t t e n  p l a n  w h e r e b y  a  p e r s o n  m a y  d i r e c t  t h e  d i s p o s i ­
t i o n  o f  h i s  p r o p e r t y  u p o n  h i s  d e a t h .  A  w i l l  c a n  b e  m a d e  b y  a n y o n e  w i t h  
a  s o u n d  m i n d  w h o  i s  o f  l e g a l  a g e .  T o  b e  r e c o g n i z e d  b y  t h e  p r o b a t e  
c o u r t  o f  m o s t  s t a t e s ,  t h e  w i l l  m u s t  b e  s i g n e d  b y  t h e  m a k e r  a n d  b y  
c o m p e t e n t  w i t n e s s e s  w h o  a r e  n o t  b e n e f i c i a r i e s . !  T h e  w i t n e s s e s  m u s t  
s i g n  t h e  w i l l  i n  t h e  p r e s e n c e  o f  e a c h  o t h e r  a n d  o f  t h e  t e s t a t o r  - t h a t  
i s ,  t h e  p e r s o n  m a k i n g  t h e  w i l l .  T h e  n u m b e r  o f  w i t n e s s e s  r e q u i r e d  v a r i e s  
i n  d i f f e r e n t  s t a t e s ,  b u t  t w o  i s  t h e  m o s t  c o m m o n  n u m b e r .  W i t n e s s e s  
w h o  a r e  y o u n g e r  t h a n  t h e  t e s t a t o r  a r e  p r e f e r r e d  t o  o l d e r  w i t n e s s e s .  
O n e  o f  t h e  m o s t  i m p o r t a n t  c h a r a c t e r i s t i c s  o f  a  w i l l  i s  t h a t  i t  c a n  
b e  r e v o k e d  b y  t h e  m a k e r  a t  a n y  t i m e  b e f o r e  h i s  d e a t h  a s  l o n g  a s  h e  o r  
s h e  i s  j u d g e d  c o m p e t e n t  t o  m a k e  a  w i l l .  A  n e w  w i l l ,  i f  i t  i s  p r o p e r l y  
p r e p a r e d  a n d  i f  t h e  m a k e r  i s  s t i l l  c o m p e t e n t ,  r e v o k e s  a n  e a r l i e r  o n e .  
T h e  w i l l  d o e s  n o t  b e c o m e  e f f e c t i v e  u n t i l  t h e  m a k e r ' s  d e a t h .  
A d v a n t a g e s .  A  w i l l  p r o v i d e s  a n  o p p o r t u n i t y  f o r  p a r e n t s  t o  s a y  
h o w  t h e y  w i s h  t h e i r  e s t a t e  t o  b e  s e t t l e d .  T h e  m a i n  a d v a n t a g e  o f  a  w i l l  
o v e r  t h e  l a w s  o f  i n h e r i t a n c e  i s  t h a t  i t  m a y  b e  s o  w o r d e d  a s  t o  m a k e  
p r o v i s i o n s  f o r  t h e  f a r m - o p e r a t i n g  s o n  o r  s o n s  t o  b u y o u t  t h e  o t h e r  
h e i r s  u n d e r  c o n d i t i o n s  t h a t  p e r m i t  k e e p i n g  t h e  f a r m  i n  t h e  f a m i l y .  I t  
m a y  a l s o  p r o v i d e  s o m e  e x t r a  c o n s i d e r a t i o n  f o r  h e i r s  w h o  h a v e  c o n ­
t r i b u t e d  m o r e  t h a n  t h e  o t h e r s  t o  t h e  u p k e e p  o f  t h e  f a r m  a n d  t o  t h e  
c a r e  o f  t h e  p a r e n t s  i n  t h e i r  d e c l i n i n g  y e a r s .  
P r o b a b l y  t h e  m o s t  u s e f u l  f u n c t i o n  o f  a  w i l l  i s  t h a t  i t  a n t i c i p a t e s  
t h e  p r o b l e m s  t h a t  w o u l d  a r i s e  i n  c a s e  o f  t h e  e a r l y  d e a t h  o f  t h e  o w n e r .  
1  I n  s o m e  s t a t e s  a  w i l l  i s  l e g a l  w i t h o u t  w i t n e s s e s '  s i g n a t u r e s  i f  i t  i s  w h o l l y  
i n  t h e  h a n d w r i t i n g  o f  t h e  t e s t a t o r  a n d  s i g n e d  b y  h i m .  
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The parents can each make a will to transfer the property in case they 
die before selling or otherwise transferring the farm to the son. This 
can be a temporary arrangement that becomes ineffective when the 
farm is transferred by outright sale or contract. 
From the parents' point of view, an advantage of a will over 
selling or otherwise transferring the farm before their death is that 
they retain full control over their property during their lifetime. This 
may provide them with security and independence that they may not 
have should they dispose of their property at an earlier date. However, 
the parents' well-being and happiness may also depend on sharing 
some of their independence and security with the operating heir and 
his family. 
Disadvantages. There are disadvantages, as well as advantages, 
to transferring the family farm by will. A will often fails to provide 
enough security for the operating son or sons. This is especially true 
if there are other heirs. In the first place, the will maybe changed as 
often as the maker wishes, as long as he is of sound mind; and such 
changes may be to the disadvantage of the operating heir. In the 
second place, the son or sons would often be past their most pro­
ductive age before they attained ownership of the home farm. 
Payment of the other heirs. A good practice that many farm 
parents have followed is to will the farm to the son or sons who wish 
to own and operate it, with the provision that the operating heir 'pay 
certain sums to the other heirs. It is usually to the best interest of all 
concerned to specify that the son or sons who are to have the farm 
will have a certain period - for example 10 to 20 years, depending 
on the size of the payments and ages of the parties concerned - in 
which to pay. This arrangement avoids putting too large a debt on 
the farm on a short-term basis. 
If a will of this sort is made, considerable care must be taken to 
insure that a fair value will be set on the farm at the time the operating 
heir undertakes the debt. This is particularly important when land 
prices are changing. A fair price today may be quite unfair at some 
future date (see chart, page 18 ) . 
The disaster that can follow when land is priced at inflated values 
is illustrated by what happened to one farm heir in Nebraska after 
World War 1. During the war his father had made a will providing 
that the son should have the farm (then valued at $300 an acre) 
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W i d e  f l u c t u a t i o n s  i n  p r i c e s  o f  f a r m  p r o d u c t s  a n d  o f  f a r m  r e a l  e s t a t e  m a k e  
i t  e x t r e m e l y  n e c e s s a r y  t o  s e t  a  f a i r  v a l u e  o n  t h e  f a r m .  ( C h a r t  s h o w s  U n i t e d  
S t a t e s  a v e r a g e s  a s  p u b l i s h e d  b y  t h e  U .  S .  D e p a r t m e n t  o f  A g r i c u l t u r e . )  
o n  t h e  d e a t h  o f  t h e  s u r v I v m g  p a r e n t ,  b u t  t h a t  h e  w a s  t o  b u y  t h e  
s i s t e r ' s  h a l f - i n t e r e s t  a t  $ 1 5 0  a n  a c r e .  T h e  s o n  a c c e p t e d  t h e  t e r m s  o f  t h e  
w i l l  w h e n  i t  w a s  p r o b a t e d .  H e  m o r t g a g e d  t h e  f a r m  t o  h e l p  p a y o f f  
h i s  s i s t e r .  A f t e r  t h e  w a r  t h e  p r i c e s  o f  f a r m s  a n d  f a r m  p r o d u c t s  d r o p p e d .  
T h e  s o n  w a s  u n a b l e  t o  k e e p  u p  t h e  p a y m e n t s ,  s o  h i s  s i s t e r  s u e d  h i m  f o r  
d e f i c i e n c y  p a y m e n t s .  S h e  w o n  t h e  c a s e .  T h e  s o n  l o s t  t h e  f a r m  p l u s  a l l  
t h e  m o n e y  h e  h a d  a l r e a d y  p a i d .  
O n e  w a y  t o  s e t t l e  o n  a  t r a n s f e r  v a l u e  f o r  t h e  f a r m  i s  t o  s p e c i f y  
i n  t h e  w i l l  t h e  b a s i s  o n  w h i c h  t h e  p r o p e r t y  i s  t o  b e  a p p r a i s e d  f o l l o w i n g  
t h e  d e a t h  o f  t h e  o w n e r .  T h i s  m a y  b e  d o n e  b y  d i r e c t i n g  t h e  p r o b a t e  
c o u r t  t o  a p p o i n t  a  c o m m i t t e e  o f  t h r e e  d i s i n t e r e s t e d  p e r s o n s .  O r  a  c o m ­
m i t t e e  o f  t h r e e  c o u l d  b e  c h o s e n  a s  f o l l o w s :  o n e  b y  t h e  p r o b a t e  c o u r t ,  
o n e  b y  t h e  e x e c u t o r  o f  t h e  e s t a t e ,  a n d  t h e  t h i r d  b y  t h e  f i r s t  t w o  c h o s e n .  
O n e  p o i n t  t o  k e e p  i n  m i n d  w h e n  p r o v i d i n g  f o r  a p p r a i s a l  i s  t h a t  t h e  
o p e r a t i n g  s o n  m a y  h a v e  b u i l t  u p  t h e  f a r m  a n d  g r e a t l y  i n c r e a s e d  i t s  
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value after the parents' retirement. This fact should be considered, 
and the contributions made by the son deducted from the normal sale 
value in settling with the other heirs. 
How one farm couple made out their wills. A Michigan farm 
couple with three children have, in anticipation of retirement, each 
made out a will that takes care of the points mentioned above. The 
parents own the farm in joint tenancy. The father and one son are 
working the farm together and dividing the net profits equally. They 
operate under an agreement drawn up by a lawyer. Father and son 
own the farm personal property in equal shares. 
The father's will states that on his death the operating son is to 
receive the father's half of the farm personal property without cost, 
on condition that he continue to operate the farm and to pay to the 
mother the customary rent of the neighborhood for farms so leased. 
There are two dwellings, and the parents are to have the privilege of 
using their house as long as either may live. Provisions are also made 
to reimburse the son for such financial outlay as he may make for 
needed capital improvements on the farm. On the death of the sur­
viving parent the operating heir is to have the farm on condition that 
he pay to each of the other two heirs or their descendants one-third 
of the value of the farm as determined by an appraisal committee of 
three ; one to be appointed by the probate judge, one by the farm­
operating son, and one by the other heirs. The son is to have 15 years 
in which to payoff his debt on the farm. 
Should every farmer and his wife make a will? That depends, of 
course, on whether they wish to transfer their farm and other property 
in a manner different from that provided by the state laws of descent. 
Although, as already pointed out, these laws have a number of dis­
advantages, they are satisfactory in many situations. A Michigan study 
Dad and mother 
think it is wise 
to make a will. 
i n d i c a t e d  t h a t  m o s t  w i l l s  t r a n s f e r r e d  t h e  f a r m  a n d  f a r m  p r o p e r t y  i n  
a b o u t  t h e  s a m e  m a n n e r  a s  t h a t  p r o v i d e d  b y  t h e  s t a t e  l a w s .  I f  a  w i l l  
o n l y  p r o v i d e s  f o r  t h e  s a m e  d i s t r i b u t i o n  t h a t  w o u l d  b e  o b t a i n e d  a n y ­
h o w ,  t h e n  i t  s e r v e s  l i t t l e  p u r p o s e .  I n  f a c t ,  s o m e  w i l l s  s o  c o m p l i c a t e  t h e  
t r a n s f e r  o f  p r o p e r t y  a s  t o  i n c r e a s e  t h e  c o n f u s i o n  a n d  a d d  t o  t h e  c o s t  
o f  p r o b a t i n g  t h e  e s t a t e s .  
W h e n  e f f e c t i v e l y  p r e p a r e d ,  a  w i l l  c o n t a i n i n g  p r o v i s i o n s  d i s c u s s e d  
i n  e a r l i e r  p a r a g r a p h s  c a n  d o  m u c h  t o  h e l p  t h e  s o n  o r  s o n s  a c q u i r e  
o w n e r s h i p  o f  t h e  h o m e  f a r m .  I f  p a r e n t s  w a n t  t o  k e e p  t h e  f a r m  i n  t h e  
f a m i l y  b u t  d o  n o t  w a n t  t o  t r a n s f e r  i t  b e f o r e  t h e i r  d e a t h ,  t h e y  s h o u l d  
s e r i o u s l y  c o n s i d e r  t h e  m e r i t s  o f  a  w i l l  o v e r  d i s t r i b u t i o n  b y  t h e  l a w s  o f  
d e s c e n t .  T h e y  s h o u l d  a l s o  c o n s i d e r  m a k i n g  a  w i l l  e v e n  t h o u g h  t h e y  
h o p e  t o  r e t i r e  a n d  s e l l  t h e  f a r m  t o  t h e  s o n  o r  s o n s  a t  a  l a t e r  d a t e .  A  
w i l l  m a y  a s s u r e  t h a t  t h e  f a r m  w i l l  b e  t r a n s f e r r e d  t o  t h e  s o n  u n d e r  
r e a s o n a b l e  t e r m s  e v e n  t h o u g h  t h e  p a r e n t s  d i e  u n e x p e c t e d l y  b e f o r e  
s e l l i n g  h i m  t h e  f a r m .  
I t  i s  h i g h l y  i m p o r t a n t  t h a t  b o t h  p a r e n t s  m a k e  a  w i l l  i f  p r o p e r t y  i s  
t o  b e  t r a n s f e r r e d  i n  t h i s  m a n n e r .  I t  i s  v e r y  i m p o r t a n t  t o o  t h a t  t h e  
m a k e r s  o f  t h e  w i l l  o b t a i n  t h e  c o u n s e l  o f  a  c o m p e t e n t  l a w y e r  s o  i t  w i l l  
b e  d r a w n  i n  a  m a n n e r  t h a t  w i l l  s t a n d  t h e  s c r u t i n y  o f  t h e  c o u r t s .  
T R A N S F E R  B Y  S A L E  O R  C O N T R A C T  
I f  p a r e n t s  w i s h  a n d  a r e  a b l e  t o  g i v e  t h e  s o n  a n  o p p o r t u n i t y  t o  
o w n  t h e  h o m e  f a r m ,  t h e  t r a n s f e r  s h o u l d  b e  a c c o m p l i s h e d ,  i f  p o s s i b l e ,  
d u r i n g  t h e i r  l i f e t i m e .  A c t u a l  s a l e s  a n d  p u r c h a s e  c o n t r a c t s  s e e m  t o  b e  
t h e  m o s t  e f f e c t i v e  m e t h o d s  o f  d o i n g  t h e  j o b .  R e c e n t  W i s c o n s i n  a n d  
M i c h i g a n  s t u d i e s  s h o w e d  t h a t  a b o u t  4 0  p e r c e n t  o f  f a r m  t r a n s f e r s  
m a d e  w i t h i n  t h e  f a m i l y  w e r e  b y  s a l e ,  e i t h e r  b y  o u t r i g h t  s a l e  w i t h  
m o r t g a g e  o r  b y  c o n t r a c t .  
I f  a n d  w h e n  t h e  p a r e n t s  r e t i r e ,  t h e y  m a y  s e l l  t h e  f a r m  t o  t h e  s o n  
o r  t r a n s f e r  i t  b y  c o n t r a c t ,  e v e n  t h o u g h  t h e y  h a v e  a l r e a d y  m a d e  a  w i l l .  
T h e  c h i e f  a d v a n t a g e  o f  s u c h  a  t r a n s f e r  i s  t h a t  a t  a n  e a r l y  d a t e  i t  m a y  
g i v e  t h e  s o n  a s s u r a n c e  t h a t  h e  w i l l  e v e n t u a l l y  o w n  t h e  f a r m .  I t  a l s o  
p r o v i d e s  t h e  s o n  a n d  h i s  f a m i l y  w i t h  t h e  m a x i m u m  i n c e n t i v e  t o  s a v e  
m o n e y  a n d  t o  m a i n t a i n  t h e  p r o d u c t i v i t y  o f  t h e  f a r m .  
M o s t  a b l e  a n d  p r o g r e s s i v e  y o u n g  f a r m e r s  a r e  n o t  l o o k i n g  f o r  a  
g i f t  o f  t h e  h o m e  f a r m .  B u t  t h e y  d o  w a n t  s e c u r i t y  a n d  t h e  o p p o r t u n i t y  
t o  f a r m  a s  t h e y  w i s h .  M o s t  o f  t h e m  a r e  w i l l i n g  t o  p a y  f o r  t h e s e  a d ­
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vantages provided they can make the payments during the most pro­
ductive years of their farm life, say from 30 or 35 years of age to 50 
or 55 years. 
The parents could reserve the right to continue living on the home 
farm, assuming that (1 ) there are housing accommodations for two 
families and (2) such a plan is agreeable to the purchaser. They 
could also reserve the right to a garden, milk, and eggs. Possibly they 
would want to keep a few hens. If these reservations are made, how­
ever, the transfer price of the farm to the son may be lower than 
otherwise in order to compensate for these benefits. 
There are several ways to make the transfer or pave the way for it: 
(1 ) an outright cash sale, (2 ) a sale for part cash with the remainder 
covered by a mortgage and note, (3) anyone of several types of pur­
chase contracts, (4) other types of contracts agreeable to the parties 
concerned, or (5 ) an option to buy. 
Sale for Cash Plus Mortgage and Note 
By this procedure the son gets the deed and title to the property, 
and the parents have the cash plus the mortgage. This would be a good 
procedure for a son who has saved enough funds to make a substantial 
down payment. The mortgage loan should run over a number of 
years so it can be paid out of farm income. 
Purchase Contracts 
Fixed money purchase price and fixed payments. This is the 
usual type of land-purchase contract. With this method, the son has 
a contract to purchase the farm at a specified price, making fixed 
periodic payments to reduce his obligation under the contract. The 
Son looks forward 
to a future on his 
own farm . 
p a r e n t s  r e t a i n  t h e  d e e d  f o r  t h e  t i m e  b e i n g ,  a n d  r e c e i v e  p a y m e n t s  o n  
i t  a s  p r o v i d e d  i n  t h e  p u r c h a s e  c o n t r a c t .  T h e  s o n  h a s  t h e  u s e  o f  t h e  
f a r m  a n d  s u c h  s e c u r i t y  a n d  c e r t a i n t y  a s  t h e  s a l e s  c o n t r a c t  a f f o r d s .  T h e  
t i t l e  a n d  d e e d  t o  t h e  p r o p e r t y  c a n  p a s s  t o  t h e  s o n  a t  s o m e  s p e c i f i e d  
t i m e ;  f o r  e x a m p l e ,  o n  c o m p l e t i o n  o f  2 5  t o  4 0  p e r c e n t  o f  t h e  t o t a l  
p a y m e n t s .  A t  t h a t  t i m e  t h e  l a n d  c o n t r a c t  c a n  b e  r e p l a c e d  b y  a  
m o r t g a g e  a n d  n o t e .  
P a y m e n t s  c a n  b e  a d a p t e d  t o  t h e  f l o w  o f  f a r m  i n c o m e  a n d  t h e  
n e e d s  o f  t h e  p a r e n t s .  F o u r  f a c t o r s  s h o u l d  b e  k e p t  i n  m i n d :  ( 1 )  t h e  
v a l u e  o f  t h e  f a r m ,  ( 2 )  t h e  s i z e  o f  p a y m e n t s  t h e  s o n  m a y  r e a s o n a b l y  
b e  e x p e c t e d  t o  m a k e  o u t  o f  t h e  a n t i c i p a t e d  f a r m  i n c o m e ,  ( 3 )  t h e  
a n t i c i p a t e d  n u m b e r  o f  y e a r s  t h e  s u r v i v i n g  p a r e n t  m a y  l i v e ,  a n d  ( 4  )  t h e  
n e e d s  o f  t h e  p a r e n t s .  
F r o m  a  b u s i n e s s  v i e w p o i n t ,  t r a n s f e r  o f  f a r m s  f r o m  p a r e n t s  t o  t h e  
o p e r a t i n g  s o n  o r  s o n - i n - l a w  b y  a  p u r c h a s e  c o n t r a c t  h a s  m u c h  t o  
c o m m e n d  i t .  I t  i s  a  c l e a n - c u t  b u s i n e s s  t r a n s a c t i o n ,  a n d  a l l  o f  t h e  
p a r t i e s  k n o w  w h e r e  t h e y  s t a n d .  T h e  s o n  k n o w s  h e  w i l l  g e t  t h e  f a r m  
i f  h e  d o e s  w h a t  h e  h a s  a g r e e d  t o  d o .  T h e  p a r e n t s  c a n  u s e  t h e  i n t e r e s t  
a n d  p r i n c i p a l  p a y m e n t s  m a d e  o n  t h e  f a r m  t o  p r o v i d e  f o r  t h e i r  n e e d s  
d u r i n g  t h e i r  o l d  a g e  a n d  r e t i r e m e n t .  I f  t h e  s o n  f a i l s  t o  m a k e  t h e  p a y ­
m e n t s ,  t h e  p a r e n t s  c a n  r e g a i n  p o s s e s s i o n  o f  t h e  f a r m .  T h e  o t h e r  
c h i l d r e n  a r e  n o t  l e f t  o u t  b y  s u c h  a  s a l e .  T h e y  c a n  s t i l l  i n h e r i t  t h e i r  
s h a r e  o f  t h e  p a r e n t s '  p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  t h e  b a l a n c e  d u e  
u n d e r  t h e  c o n t r a c t ,  a s  w e l l  a s  t h e  u n u s e d  m o n e y  a l r e a d y  r e c e i v e d  f r o m  
t h e  s a l e  o f  t h e  f a r m .  
F i x e d  c o m m o d i t y  c o n s i d e r a t i o n  a n d  f i x e d  p a y m e n t s .  T h i s  t y p e  o f  
c o n t r a c t  i s  s o m e w h a t  c o m p a r a b l e  t o  t h e  u s u a l  p u r c h a s e  c o n t r a c t ,  
e x c e p t  t h a t  t h e  p a y m e n t s  a r e  i n  f i x e d  q u a n t i t i e s  o f  a  c o m m o d i t y  i n s t e a d  
o f  i n  m o n e y :  T h e  g e n e r a l  p u r p o s e  o f  t h e  c o m m o d i t y  b a s i s  o f  p u r ­
c h a s i n g  f a r m s  i s  t o  r e d u c e  r i s k ,  b o t h  t o  t h e  p u r c h a s e r  a n d  t h e  s e l l e r ,  
b y  s t a t i n g  t h e  c o n s i d e r a t i o n  i n  t e r m s  o f  a  c o m m o d i t y  w h o s e  p r i c e ,  i n  
g e n e r a l ,  f l u c t u a t e s  i n  k e e p i n g  w i t h  l a n d  p r i c e  f l u c t u a t i o n s .  C o m ­
m o d i t y  p u r c h a s e  a r r a n g e m e n t s  h a v e  m a n y  v a r i a t i o n s .  S o m e  p r o v i ­
1  S e e  " I m p r o v i n g  L a n d  C r e d i t  A r r a n g e m e n t s  i n  t h e  M i d w e s t , "  N o r t h  
C e n t r a l  R e g i o n a l  P u b l i c a t i o n  1 9 ,  I n d i a n a  A g r .  E x p .  S t a .  B u ! .  5 5 1 ,  1 9 5 0 .  
2  S e e  " T r a n s f e r r i n g  t h e  F a r m  t o  t h e  N e x t  G e n e r a t i o n , "  b y  O .  R .  Johnso~ 
M i s s o u r i  A g r .  E x p .  S t a .  B u ! .  5 1 5 ,  1 9 4 8 .  
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sions are usually included in the contract to protect the seller in case 
the son is unable to carry out his part of the agreement. 
In general, the commodity contract, though much discussed, has 
had but little acceptance by buyers, sellers, and loaning agencies. 
Before such a scheme is to be used, both buyer and seller should study 
the plan carefully and consider its advantages and disadvantages. If 
it is used, a lawyer should prepare the contract. 
Fixed purchase price with variable payments. In this particular 
plan the first thing to do is to establish a dollar value for the property 
to be transferred. Then the purchaser guarantees to pay a certain 
share of the farm income, either monthly, semi-annually, or annually, 
until the farm is paid for. The purchaser pays all of the landlord's 
farm expenses, such as taxes, insurance, building and fence repair, 
and some portions of the operating expenses. The share of the in­
come from crops and livestock going to the seller, therefore, should be 
less than the landlord's usual share under a rental contract, unless 
the son wants to payoff the debt more rapidly. 
Just as a suggestion, the payments to the seller under this plan 
might be one-third or one-half of the net farm profits as computed in 
making the annual federal income tax returns, except that interest 
payments should not be considered as a farm expense. The purchaser 
mayor may not be given the right to make larger payments, depend­
ing on the wishes of the seller. 
Variable purchase price and variable payments. Under this 
plan the contract specifies that the son is to receive the deed to the 
farm on the death of the surviving parent provided he pays the par­
ents, each year as long as either shall live, a certain share of the net 
profits from the farm business. 
The net farm profits may be computed on the accrual basis, as 
on Form l040F of the federal income tax returns, except that no 
deductions should be made for interest payments. The contract should 
state also that the son is to maintain the farm improvements such as 
buildings, fences, drainage systems, and conservation structures in at 
least as good condition as they were when he took over the farm. The 
share of the net farm profits to go to the parents can be within the 
range of one-third to one-half, depending on the individual farm 
situation. 
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V a r i a b l e  p u r c h a s e  p r i c e  a n d  f i x e d  p a y m e n t s .  T h i s  p l a n  m a y  
h a v e  a t  l e a s t  t w o  v a r i a t i o n s :  T h e  s o n  m a y  a g r e e  t o  p a y  a  g i v e n  q u a n ­
t i t y  o f  o n e  o r  m o r e  p r o d u c t s  ( o r  t h e  c u r r e n t  p r i c e  e q u i v a l e n t )  o n  a  
m o n t h l y ,  s e m i - a n n u a l ,  o r  a n n u a l  b a s i s  f o r  t h e  l i f e t i m e  o f  t h e  p a r e n t s .  
O r  h e  m a y  m a k e  t h e  p a y m e n t s  o v e r  a  c e r t a i n  p e r i o d  o f  y e a r s  - f o r  
e x a m p l e ,  1 5 ,  2 0 ,  o r  2 5  y e a r s .  
T h i s  t y p e  o f  p l a n  i s  d i f f i c u l t  t o  w o r k  o u t  s u c c e s s f u l l y .  I f  t o o  m a n y  
p r o d u c t s  a r e  i n c l u d e d ,  t h e  s e t u p  g e t s  c o m p l i c a t e d .  B u t  i n c l u d i n g  o n l y  
o n e  o r  t w o  p r o d u c t s  u s u a l l y  r e s u l t s  i n  t o o  n a r r o w  a  b a s i s  f o r  a  s a t i s ­
f a c t o r y  a g r e e m e n t .  S o m e t i m e s ,  h o w e v e r ,  a  u s a b l e  p l a n  c a n  b e  w o r k e d  
o u t  i f  t h e  f a r m  i s  o f  t h e  r i g h t  t y p e  a n d  i f  t h e  p a r t i e s  a r e  c a r e f u l  t o  
m a k e  t h e  c o n t r a c t  b r o a d  e n o u g h  i n  i t s  c o m m o d i t y  c o v e r a g e .  
S o m e  S p e c i a l  T y p e s  o f  C o n t r a c t  
C o n t r a c t  w i t h  d e e d  i n  e s c r o w .
1  
B y  a  " d e e d  i n  e s c r o w "  t h e  t i t l e  
t o  a  p i e c e  o f  p r o p e r t y  i s  t r a n s f e r r e d  t o  a  n e w  o w n e r  a t  s o m e  f u t u r e  
d a t e .  T h e  d e e d  i s  n o t  r e c o r d e d  w i t h  t h e  R e g i s t e r  o f  D e e d s  b u t  i s  
p l a c e d  i n  t h e  h a n d s  o f  a  t h i r d  p a r t y  f o r  s a f e k e e p i n g .  T h e  g r a n t e e  d o e s  
n o t  g e t  t h e  d e e d  u n t i l  c e r t a i n  c o n d i t i o n s  a r e  m e t  o r  a  s p e c i f i e d  t i m e  
h a s  p a s s e d .  
I f  t h e  d e e d  i n  e s c r o w  i s  c o r r e c t l y  a n d  l e g a l l y  d r a w n  a n d  p l a c e d  i n  
t h e  k e e p i n g  o f  t h e  t h i r d  p a r t y ,  i t  c a n n o t  b e  r e t u r n e d  t o  t h e  g r a n t o r ,  o r  
r e v o k e d  o r  d e s t r o y e d ,  w i t h o u t  t h e  c o n s e n t  o f  t h e  g r a n t e e .  T h i s  m e a n s  
t h a t  t h e  g r a n t o r  h a s  l o s t  c o n t r o l  o f  h i s  p r o p e r t y  i n  s o  f a r  a s  s e l l i n g  i t  
o r  g e t t i n g  a  l o a n  o n  i t  i s  c o n c e r n e d .  
I f  a c c o m p a n i e d  b y  a  l e g a l  c o n t r a c t  c i t i n g  t h e  t e r m s  o f  t r a n s f e r ,  
t h e  d e e d  i n  e s c r o w  m a y  s e r v e  a  v e r y  u s e f u l  p u r p o s e .  O n e  c o u p l e ,  o n  
p a r t i a l  r e t i r e m e n t ,  m a d e  t h i s  a r r a n g e m e n t :  
W i t h  t h e  a i d  o f  t h e i r  l a w y e r ,  t h e y  p r e p a r e d  a  c o n t r a c t  a g r e e m e n t  
f o r  t h e  e v e n t u a l  t r a n s f e r  t o  t h e  s o n  o f  t h e  f a r m ,  s t o c k ,  t o o l s ,  e q u i p m e n t ,  
a n d  o t h e r  p e r s o n a l  p r o p e r t y  u s e d  i n  t h e  o p e r a t i o n  o f  t h e  f a r m .  T h e  
s o n ,  w h o  u p  t o  t h a t  t i m e  h a d  b e e n  w o r k i n g  t h e  f a r m  w i t h  t h e  f a t h e r ,  
a g r e e d  t o  m a n a g e  t h e  f a r m  a n d  k e e p  i t  i n  a s  g o o d  c o n d i t i o n  a s  w h e n  
h e  t o o k  i t  o v e r .  H e  w a s  a l s o  t o  k e e p  t h e  b u i l d i n g s  p r o p e r l y  i n s u r e d .  
A l l  f a r m  p u r c h a s e s  a n d  m a i n t e n a n c e  a n d  o p e r a t i n g  e x p e n s e s ,  
e x c e p t  f o r  a n y  w a g e s  o f  t h e  s o n ,  w e r e  t o  b e  p a i d  o u t  o f  t h e  f a r m  i n ­
1  T h e  f i r s t  t w o  p a r a g r a p h s  o f  t h i s  s e c t i o n  a r e  a d a p t e d  f r o m  " K e e p i n g  Y o u r  
F a r m  i n  t h e  F a m i l y , "  b y  M a x  M y e r s ,  S o u t h  D a k o t a  A g r .  E x p .  S t a .  B u ! .  3 9 8 ,  
1 9 5 0 .  
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come. Each party was to share equally in the net farm profits as long 
as either one of the parents lived. The general idea was to compute 
the net profits about as is done by the accrual basis on Form 1040F 
for federal income tax returns, except that interest charges were not 
considered as a farm expense. 
There were two dwellings on the farm, and the parents reserved 
the use of one for as long as either lived. The contract provided for 
a reasonable compensation to the father for such work as he might 
do on the farm during the period of the contract. Provision was also 
made for settlement and arbitration in case the son was unable 
through illness, death, or other causes to complete the terms of the 
contract. 
To accompany the contract, the parents executed and delivered 
a deed in escrow to a trust company in a nearby city with instructions 
to the company to deliver the deed to the son on the death of the 
surviving parent. In addition to the son, there were three daughters 
in the family. Their inheritance was provided for by other means. 
This agreement provided security for the parents and for the 
farm-operating heir, gave equitable consideration to the other heirs, 
and transferred the farm business as a going concern. 
Bond-of-maintenance.1 In some instances the family farm-trans­
fer is made by what is called a "bond-of-maintenance." The bond-of­
maintenance has many variations, but essentially it is a contract in 
which the deed, a mortgage, a mortgage note, cash, and future services 
and accommodations are involved. 
The parents give the son a deed to the farm, usually holding for 
themselves a mortgage for part of the farm's value. Most plans of this 
kind call for cancellation of part or all of the balance of the mortgage 
debt at the death of the surviving parent. 
The son and his wife agree to care for the parents as long 
as either parent may live. They may agree to provide the follow­
ing things for the parents: (1) a monthly cash allowance, (2) a 
house - or an apartment, if the main farm dwelling is suitable for 
such a purpose, (3 ) a garden, (4 ) possibly a small flock of hens, 
(5) farm produce for their personal needs, (6) care in case of illness, 
and (7 ) payment of medical, funeral, and burial expenses. 
1 Adapted from "Keeping the Farm in the Family," by Kenneth H. Parsons 
and Eliot O. Waples, Wisconsin Agr. Exp. Sta. R es. Bu!. 157, 1945. 
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I n  g e n e r a l ,  f a m i l y  f a r m - t r a n s f e r s  b y  m e a n s  o f  b o n d s - o f - m a i n t e ­
n a n c e  a p p e a r  t o  b e  d e c l i n i n g  r a t h e r  t h a n  i n c r e a s i n g  i n  p o p u l a r i t y .  
S e l l i n g  a  r e m a i n d e r  i n t e r e s t .  O c c a s i o n a l l y  p a r e n t s  s e l l  a  r e m a i n ­
d e r  i n t e r e s t  i n  t h e  f a r m  t o  t h e  s o n ,  r e t a i n i n g  a  l i f e  e s t a t e  f o r  t h e m ­
s e l v e s .  T h i s  m e a n s  t h a t  t h e  s o n  g e t s  t h e  l e g a l  t i t l e  t o  t h e  f a r m  b u t  t h a t  
t h e  p a r e n t s ,  d u r i n g  t h e i r  l i f e t i m e ,  r e t a i n  m o s t  o f  t h e  p r i v i l e g e s  o f  
o w n e r s .  T h e y  c a n n o t ,  h o w e v e r ,  s e l l  o r  m o r t g a g e  t h e  f a r m .  U p o n  t h e i r  
d e a t h  f u l l  o w n e r s h i p  r e v e r t s  t o  t h e  s o n .  U n t i l  t h i s  t i m e  h e  o f t e n  
o p e r a t e s  t h e  f a r m  a s  a  r e n t e r .  T h e  p r i c e  o f  a  r e m a i n d e r  i n t e r e s t  i s  
u s u a l l y  c o n s i d e r a b l y  l e s s  t h a n  t h e  c a s h  v a l u e  o f  a  f a r m .  
W h e n  a  l i f e  e s t a t e  i s  i n v o l v e d ,  t h e  f o l l o w i n g  t w o  p r o c e d u r e s  a r e  
m o r e  c o m m o n  t h a n  s e l l i n g  t h e  r e m a i n d e r  i n t e r e s t :  
1 .  T h e  p a r e n t s  w i l l  t h e  f a r m  t o  o n e  o r  m o r e  o f  t h e  c h i l d r e n  w i t h  
t h e  p r o v i s i o n  o f  l i f e  e s t a t e  f o r  t h e  s u r v i v i n g  p a r e n t .  
2 .  T h e  p a r e n t s  m a k e  a  g i f t  o f  t h e  d e e d  w i t h  t h e  r e s e r v a t i o n  o f  a  
l i f e  e s t a t e  ( p a g e  2 7  ) .  
O p t i o n  t o  P u r c h a s e  
S o m e t i m e s  p a r e n t s  d o  n o t  w a n t  t o  s e l l  o r  o t h e r w i s e  t r a n s f e r  t h e  
f a r m  t o  t h e  o p e r a t i n g  s o n  o r  s o n - i n - l a w  i m m e d i a t e l y ,  b u t  t h e y  w a n t  
t o  d o  s o  e v e n t u a l l y .  U n d e r  t h e s e  c i r c u m s t a n c e s  t h e  f a r m  c a n  b e  r e n t e d  
t o  t h e  s o n ,  a n d  h e  c a n  b e  g i v e n  a n  o p t i o n  t o  b u y  t h e  p l a c e  o n  o r  b e f o r e  
a  c e r t a i n  s p e c i f i e d  d a t e .  T h e  v a l u e  o r  t h e  m e t h o d  o f  d e t e r m i n i n g  t h e  
v a l u e  o f  t h e  f a r m  c a n  b e  s p e c i f i e d  i n  t h e  o p t i o n .  
T h e  o p t i o n  t o  p u r c h a s e  h a s  n o t  b e e n  u s e d  m u c h  i n  f a m i l y  f a r m ­
t r a n s f e r  p r o c e d u r e .  I t s  m a i n  a d v a n t a g e  i s  t h a t  i t  g i v e s  t h e  s o n  s o m e  
a s s u r a n c e  o f  o w n i n g  t h e  f a r m  b e f o r e  h i s  m o s t  p r o d u c t i v e  y e a r s  a r e  
p a s t .  T h e  p a r e n t s  i n  t h e  m e a n t i m e  g e t  t h e  l a n d l o r d ' s  i n c o m e .  I n  s u c h  
a n  a r r a n g e m e n t  t h e  c h i e f  d i f f i c u l t i e s  m a y  b e  ( 1  )  t h e  u p k e e p  o f  t h e  
b u i l d i n g s ,  f e n c e s ,  a n d  d r a i n a g e  d u r i n g  t h e  o p t i o n  p e r i o d ,  a n d  ( 2 )  t h e  
e s t a b l i s h m e n t  o f  a  s a l e  p r i c e  t o  b e  u s e d  i n  t h e  o p t i o n .  
T R A N S F E R  B Y  G I F T  
T r a n s f e r s  t o  s o n s  o f t e n  i n v o l v e  s o m e  e l e m e n t s  o f  a  g i f t  e v e n  w h e n  
t h e  t r a n s f e r  i s  c a l l e d  a  s a l e .  F o r  e x a m p l e ,  t h e  f a r m  m i g h t  b e  s o l d  a t  
l e s s  t h a n  i t s  c u r r e n t  m a r k e t  v a l u e ,  o r  l i t t l e  o r  n o  i n t e r e s t  m i g h t  b e  
c h a r g e d  f o r  d e f e r r e d  p a y m e n t s .  O n  t h e  o t h e r  h a n d ,  w h a t  a p p e a r s  t o  
b e  a  g i f t  i s  o f t e n  i n  r e a l i t y  a  c o n s i d e r a t i o n  f o r  u n p a i d  s e r v i c e s  a n d  
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other items provided in the past or expected in the future for which 
compensation has not been or will not otherwise be made. 
Partial gifts. One example of how a "gift" may turn out to be 
less of a gift than it first appears occurred in Missouri. About 1939 
the son, married and age 26, needed to make a decision as to his 
future work. At the same time his father, age about 58, needed help 
on the 160-acre home farm, all tillable. The farm needed many im­
provements. The land was becoming depleted. In addition there was a 
$4,000 mortgage on the farm. The father was still active, but he 
wished to slow up a bit. He had been employing a man by the year. 
The father offered the 26-year-old son an undivided half-interest 
in the farm, machinery, and stock provided the son would return 
home and help to operate and improve the farm and to payoff 
the mortgage. There were two dwellings on the farm, so that each 
family could have its own home. The son accepted his father's offer. 
There were two other sons, one already established in farming 
elsewhere and one with a commercial position. Upon the parents' 
death, they were to receive the parents' equity in the remaining half­
interest in the farm. 
Mter ten years of joint operations the father reported as follows: 
The productivity and value of the farm had been doubled during the 
period, and the mortgage had been paid off out of the joint bank 
account. One of the dwellings, which had been in poor condition, was 
torn down and rebuilt in 1947. Much fence had been replaced, a new 
dairy barn built, and about $15,000 in other improvements added to 
the farm. Father and son were milking from 30 to 35 cows which 
had had a 425-pound butterfat average per cow for the last 3 years. 
A considerable part of the present value of the farm is the work of 
the son. The father said that he would not have been able to handle 
the farm business alone and that he did not feel that he was giving 
his son as much as it sounded like at first. So there is a real question 
as to just how much of a gift the farm-operating son received. 
Gift of deed subject to a life estate. Parents sometimes give one 
or more of their children a deed to the farm with the reservation of 
a life estate for one or both parents. The parents remain landlords, 
renting during their lifetime to the heir or heirs holding the deed. 
The major advantage of such an arrangement is that it guarantees 
the son ultimate title to the farm. The disadvantages, however, are 
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o f t e n  m a n y .  T h e  p a r e n t s  h a v e  g i v e n  u p  m u c h  o f  t h e i r  i n d e p e n d e n c e  
a n d  s e c u r i t y .  T h e y  c a n  n o  l o n g e r  b o r r o w  m o n e y  o n  t h e  f a r m  t o  g e t  
f u n d s  f o r  e m e r g e n c i e s .
l  
T h e i r  l i f e  s a v i n g s ,  i n v e s t e d  i n  t h e  f a r m ,  a r e  
g o n e  e x c e p t  f o r  t h e  a n n u a l  r e n t a l  i n c o m e .  I f  t h e  e s t a t e  i s  s m a l l  i t  m a y  
n o t  p r o v i d e  e n o u g h  y e a r l y  r e t u r n  t o  s u p p o r t  t h e  p a r e n t s .  
O f t e n  t h e  q u e s t i o n  a r i s e s  a s  t o  w h o  i s  r e s p o n s i b l e  f o r  m a i n t a i n i n g  
t h e  f a r m  b u i l d i n g s ,  f e n c e s ,  a n d  d r a i n a g e  s y s t e m ,  a n d  f o r  c o n s t r u c t i n g  
n e w  i m p r o v e m e n t s .  I f  t h e  q u e s t i o n  i s n ' t  s e t t l e d ,  t h e  f a r m  m a y  b e c o m e  
d e p l e t e d  a n d  r u n - d o w n ,  t h e  b u i l d i n g s  d e t e r i o r a t e ,  a n d  v a l u e s  d e c r e a s e .  
I n  o n e  i n s t a n c e ,  t h e  c o u r t  r u l e d  t h a t  t h e  p a r t y  h o l d i n g  t h e  d e e d  s h o u l d  
m a i n t a i n  t h e  b u i l d i n g s ,  f e n c e s ,  a n d  o t h e r  p e r m a n e n t  i m p r o v e m e n t s .  
A l l  i n  a l l ,  t h i s  m e t h o d  o f  t r a n s f e r  i s  n o t  g e n e r a l l y  r e c o m m e n d e d .  
I t  m a y  b e  s a t i s f a c t o r y ,  h o w e v e r ,  w h e n  t h e  p a r e n t s  h a v e  m o r e  t h a n  
o n e  f a r m ,  o r  o t h e r  o u t s i d e  s o u r c e s  o f  i n c o m e ,  s o  t h a t  t h e i r  w e l f a r e  
d o e s  n o t  d e p e n d  e n t i r e l y  o n  o n e  p a r t i c u l a r  f a r m .  I f  d e s i r e d ,  p r o v i s i o n s  
c a n  b e  m a d e  f o r  t h e  t i t l e  o f  t h e  f a r m  t o  r e v e r t  t o  t h e  p a r e n t s  i f  
( 1 )  t h e  s o n  s h o u l d  d i e  b e f o r e  t h e y  d o ,  o r  ( 2 )  h e  s h o u l d  d e c i d e  t o  d i s ­
c o n t i n u e  t h e  o p e r a t i o n  a n d  m a n a g e m e n t  o f  t h e  f a r m .  
J O I N T  O W N E R S H I P  
P r o p e r t y  m a y  b e  h e l d  j o i n t l y  i n  s e v e r a l  d i f f e r e n t  w a y s :  
U n d e r  t e n a n c y  i n  c o m m o n  e a c h  p a r t y  o w n s  a n  u n d i v i d e d  s h a r e  
i n  t h e  p r o p e r t y .  H e  m a y  s e l l  h i s  s h a r e  o r  d i s p o s e  o f  i t  b y  w i l l ;  o t h e r w i s e  
i t  b e c o m e s  a  p a r t  o f  h i s  e s t a t e  u p o n  h i s  d e a t h .  
U n d e r  j o i n t  t e n a n c y  t h e  p r o p e r t y ,  u p o n  t h e  d e a t h  o f  o n e  p a r t y ,  
g o e s  t o  t h e  s u r v i v o r .  T h i s  i s  t r u e  e v e n  i f  t h e  j o i n t  t e n a n t  w h o  h a s  
d i e d  h a s  d i r e c t e d  b y  w i l l  t h a t  t h e  p r o p e r t y  s h o u l d  g o  t o  s o m e o n e  e l s e .  
H o w e v e r ,  e i t h e r  j o i n t  t e n a n t  c a n ,  d u r i n g  h i s  l i f e t i m e ,  b r e a k  t h e  j o i n t  
t e n a n c y  b y  d e e d i n g  h i s  i n t e r e s t  t o  s o m e o n e  e l s e ,  i n  w h i c h  c a s e  t h i s  
p e r s o n  b e c o m e s  a  t e n a n t  i n  c o m m o n  w i t h  t h e  o t h e r  o w n e r  o f  t h e  l a n d .  
W h e r e  a  j o i n t  t e n a n c y  i s  n o t  b r o k e n  b u t  c o n t i n u e s  u n t i l  t h e  d e a t h  
o f  o n e  o f  t h e  t e n a n t s ,  t h e  p r o p e r t y  g o e s  a u t o m a t i c a l l y  t o  t h e  s u r v i v o r  
a n d  n e e d  n o t  b e  p r o b a t e d .  I n  s o m e  s t a t e s ,  h o w e v e r ,  i t  i s  n e c e s s a r y  
t o  g e t  a  c e r t i f i c a t e  f r o m  t h e  p r o p e r  c o u r t  t h a t  o n e  t e n a n t  h a s  d i e d  a n d  
t h a t  t h e  o t h e r  n o w  a l o n e  o w n s  t h e  p r o p e r t y .  T h i s  c a n  b e  d o n e  b y  a  
s i m p l e  p r o c e e d i n g .  
1  T h e y  m a y ,  o c c a s i o n a l l y ,  b e  a b l e  t o  b o r r o w  s m a l l  a m o u n t s  a g a i n s t  t h e i r  
a n t i c i p a t e d  r e n t a l s .  
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Tenancy by the entirety is a kind of joint tenancy between husband 
and wife. It differs from an ordinary joint tenancy, which can be 
between any relatives or nonrelatives. The main difference is that 
neither the husband nor wife, without the other's consent, can break 
this kind of arrangement once it is established. 
Joint ownership, of whatever type, in effect subjects much of the 
individual's right in the land to the good will of each of the other 
owners. From a practical standpoint it is difficult to sell, mortgage, or 
rent such property without the consent of all the owners. Parents 
needing funds in their old age might be unnecessarily restricted if most 
of their property was in joint tenancy with one or more of their 
children. 
Most persons do not hold all of their property in joint tenancy 
or in tenancy by the entirety. The property not held jointly must go 
through probate, and the property held jointly is often listed in the 
probate proceeding for the purpose of assessing the inheritance tax 
and making out the certificate of survivorship. 
The inheritance taxes in some states, as well as the federal estate 
tax, cannot be avoided by owning property in joint tenancy or tenancy 
by the entirety. 
INCORPORATION OF THE FARM BUSINESS 
Incorporating the farm business has been suggested and tried by 
some families as a means of aiding the farm-transfer process. This 
method, however, seems to be decreasing rather than increasing in 
popularity. At best, the job of making out legal papers, issuing stock, 
holding annual meetings, and making out annual corporation reports 
is complicated and somewhat expensive. It does not appear to be 
adapted to the usual size and type of farm business. Where the farm 
becomes "big business," however, the family might well consider the 
advantages, as well as the disadvantages, of incorporation. 
The chief advantage of the corporate form of farm ownershi.p 
is its flexibility. Ownership in the corporation may be purchased on 
a "share" basis without having to buy or be committed to buy the 
entire farm. The shares of stock may be divided equitably among the 
heirs, whereas the farm itself is often not easily divided. The shares 
also facilitate making a gift or gifts of part ownership in the farm. 
The main disadvantage of the corporate farm, in addition to the 
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c o m p l i c a t i o n s  l i s t e d  a b o v e ,  i s  t h e  m u l t i p l e  t a x  i n v o l v e d .  F o r  e x a m p l e ,  
t h e  f e d e r a l  i n c o m e  t a x  m u s t  b e  p a i d  o n  t h e  p r o f i t s  o f  t h e  c o r p o r a t i o n ,  
a n d  t h e n  t h e  s t o c k h o l d e r  m u s t  p a y  o n  t h e  d i v i d e n d s  t h a t  h e  r e c e i v e s ;  
a  f e d e r a l  t a x  m u s t  b e  p a i d  o n  t h e  i s s u a n c e  a n d  t r a n s f e r  o f  s h a r e s  o f  
s t o c k ;  a n d  " p r i v i l e g e  f e e s "  a r e  c h a r g e d  o n  p a i d - i n  c a p i t a l  a n d  s u r p l u s ,  
t h e s e  f e e s  b e i n g  d u e  a l o n g  w i t h  t h e  a n n u a l  r e p o r t  i n  m o s t  s t a t e s .  
A n o t h e r  d i s a d v a n t a g e  i s  t h a t  s o m e  s t a t e  l a w s  t e n d  t o  d i s c o u r a g e  
c o r p o r a t i o n s  f r o m  o w n i n g  f a r m s .  I n  f a c t ,  a  f e w  s t a t e s  - K a n s a s ,  f o r  
e x a m p l e  - p r o h i b i t  t h e  o p e r a t i o n  o f  f a r m s  b y  c o r p o r a t i o n s .  S o m e  
s t a t e s  p u t  a  l i m i t  o n  t h e  l e n g t h  o f  t i m e  a  c o r p o r a t i o n  m a y  o w n  a n d  
o p e r a t e  a  f a r m .  N o r t h  D a k o t a ,  f o r  e x a m p l e ,  l i m i t s  s u c h  o w n e r s h i p  t o  
a  p e r i o d  o f  1 0  y e a r s .  
M E E T I N G  T H E  P R O B L E M S  O F  T R A N S F E R  A R R A N G E M E N T S  
W h a t  a r e  s o m e  o f  t h e  m a j o r  p r o b l e m s  o r  s i t u a t i o n s  a s s o c i a t e d  w i t h  
f a m i l y  f a r m - t r a n s f e r  a r r a n g e m e n t s ?  W h a t  a r e  t h e  h a z a r d s ?  W h a t  u n ­
f o r t u n a t e  s i t u a t i o n s  d e v e l o p  t h a t  c o u l d  h a v e  b e e n  a v o i d e d ?  W h a t  
c a u s e s  t h e  " g o o d "  s i t u a t i o n s ?  S o m e  o f  t h e  a n s w e r s  t o  t h e s e  q u e s t i o n s  
m a y  b e  f o u n d  b y  s t u d y i n g  b o t h  s u c c e s s f u l  a n d  u n s u c c e s s f u l  t r a n s f e r  
a r r a n g e m e n t s .  
M a j o r  f a c t o r s  a f f e c t i n g  t h e  s u c c e s s  o f  a  f a m i l y  f a r m - t r a n s f e r  a r ­
r a n g e m e n t  f a l l  i n t o  t h r e e  m a i n  c l a s s e s :  (  1 )  p e r s o n a l ,  ( 2 )  e c o n o m i c ,  
a n d  ( 3 )  l e g a l .  M o s t  t r a n s f e r  a r r a n g e m e n t s  t h a t  f a i l  u s u a l l y  d o  s o  
b e c a u s e  o f  f a i l u r e  i n  o n e  o r  m o r e  o f  t h e s e  a r e a s .  
P e r s o n a l  a n d  F a m i l y  R e l a t i o n s h i p s  
O n e  o f  t h e  p r o b l e m s  i n  m a k i n g  a  s u c c e s s f u l  f a m i l y  f a r m - t r a n s f e r  
a r r a n g e m e n t  i s  h o w  t o  m a i n t a i n  s a t i s f a c t o r y  p e r s o n a l  o r  f a m i l y  r e l a ­
t i o n s h i p s .  I n  s c a r c e l y  a n y  o t h e r  b u s i n e s s  a r e  t h e  h o m e  a n d  t h e  b u s i n e s s  
F a t h e r  a n d  m o t h e r  
a r e  c o m f o r t a b l y  
p r o v i d e d  f o r .  
so closely related as in farming. If two families are in the business, that 
means in-laws. Two dwellings are highly desirable. And it might be 
just as well not to have the houses too close together. 
Other heirs may present a problem. Heirs other than the one who 
will take over the farm must also be considered. In some instances, one 
or more of the other heirs have been a real help in making it possible 
for the operating heir to continue on the home farm and to reach an 
understanding about future ownership. They have served with good 
results as counselors for both the parents and the son. 
Sometimes, however, the other heirs may be "personal hazards" 
in the path of the operating son who plans to acquire ownership in 
the home farm. In one particular farm family of two daughters and 
two sons, one son had been operating the home farm without an 
understanding as to his future ownership. He had been keeping the 
place in good condition and improving the soil. In 1949, after having 
carried the responsibility of the farm for 19 years, he became curious 
as to his future equity. He hesitated to talk with his father, who owned 
the farm, and instead talked with his brother. The brother's response 
- "Well, I guess you would be willing to pay as much for the farm 
as anyone, wouldn't you?" 
The operating son, until he has established some ownership rights 
in the farm, can never be sure of the plans of his brothers or sisters. 
He may think he is the only son who wants to farm and may plan 
accordingly only to discover years later that another brother wants to 
farm and also wants to farm on the home place. 
This is what happened to one farm son, whom we shall call Jim. 
At the age of 35, he, with his family, had been operating the home 
farm for 13 years as a tenant. He had spent $5,000 in modernizing 
the home where he lived. His younger brother, Leo, had never indi­
cated an interest in farming. Leo had been away for 10 years working 
in a factory. Then he decided the farm looked good to him, so he re­
turned to the home farm. The father said to Jim, "You can operate 
the 95 acres where you live and Leo will operate the other 110 acres, 
on which there is also a house." 
Jim had to re-align his fences for his stock to get to water. The 
reduced acreage forced him to sell some of his livestock. Also, he now 
has too much machinery for 95 acres. Yet Jim and his family had 
made improvements on the house costing $5,000 and had been oper­
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a t i n g  t h e  f a r m  f o r  1 3  y e a r s  w i t h  t h e  t h o u g h t  t h a t  e v e n t u a l l y  t h e y  
w o u l d  b e  a b l e  t o  a c q u i r e  t h e  e n t i r e  f a r m .  
G e t t i n g  t h e  p l a n  o n  a  b u s i n e s s  b a s i s .  W h e n  d e a l i n g  w i t h  o n e ' s  
o w n  f a m i l y  i t  i s  o f t e n  m o r e  d i f f i c u l t ,  b u t  m o r e  i m p o r t a n t ,  t o  d o  b u s i ­
n e s s  o n  a  b u s i n e s s l i k e  b a s i s  t h a n  w h e n  d e a l i n g  w i t h  s t r a n g e r s .  F a r m  
f a m i l i e s  g e n e r a l l y  d o  n o t  s i t  d o w n  a n d  t a l k  o v e r  b u s i n e s s  m a t t e r s  s u c h  
a s  f a m i l y  f a r m - o p e r a t i n g  a n d  t r a n s f e r  a r r a n g e m e n t s .  W r i t t e n  a g r e e ­
m e n t s  o r  c o n t r a c t s  a r e  o f t e n  a v o i d e d .  E a c h  o n e  m a y  t h i n k  t h e  o t h e r ' s  
w o r d  i s  a s  g o o d  a s  h i s  b o n d ,  a n d  i t  m a y  b e ,  a s  l o n g  a s  a l l  g o e s  w e l l .  
W h e n  t h e  u n e x p e c t e d  h a p p e n s ,  h o w e v e r ,  o r a l  a g r e e m e n t s  p r e t t y  m u c h  
g o  o u t  t h e  w i n d o w .  S u c c e s s  i n  f a m i l y  f a r m - t r a n s f e r  a r r a n g e m e n t s  i s  
h e l p e d  b y  d i s c u s s i n g  t h e  p l a n  f u l l y  a n d  t h e n  b y  h a v i n g  i t  m a d e  o u t  
a s  a  w r i t t e n ,  l e g a l  d o c u m e n t .  
E c o n o m i c  P r o b l e m s  
A c q u i r i n g  f a r m  o w n e r s h i p  h a s  a l w a y s  i n v o l v e d  h a z a r d s  a n d  r i s k s  
f r o m  a n  e c o n o m i c  p o i n t  o f  v i e w .  T h i s  i s  t r u e  w h e t h e r  o n e  i s  a c q u i r i n g  
t h e  h o m e  f a r m  o r  s o m e  o t h e r  f a r m .  T h e  m a i n  d i f f e r e n c e  i s  t h a t  i n  
b u y i n g  f r o m  a n  u n r e l a t e d  o w n e r  t h e  f a r m  c a n  b e  s e l e c t e d  a n d  t h e  
t e r m s  c a n  b e  a r r a n g e d  w i t h o u t  g i v i n g  m a j o r  c o n s i d e r a t i o n  t o  t h e  
w e l f a r e  o f  t h e  s e l l e r .  
I f  p a r e n t s  w i s h ,  a n d  i f  t h e y  a r e  f i n a n c i a l l y  a b l e ,  t h e y  m a y  d o  m u c h  
t o  r e d u c e  t h e  f i n a n c i a l  h a z a r d .  O n  t h e  o t h e r  h a n d ,  t h e r e  h a v e  b e e n  
t i m e s  w h e n  t r a n s f e r  p l a n s  p r o p o s e d  a n d  e f f e c t e d  b y  t h e  p a r e n t s  h a v e  
g r e a t l y  i n c r e a s e d  t h e  f i n a n c i a l  h a z a r d s  f o r  t h e  s o n  w h o  b o u g h t  t h e  
h o m e  f a r m .  
H o u s i n g .  T h e  m a t t e r  o f  a d e q u a t e  a n d  m o d e r n  h o u s i n g  f o r  t h e  
f a m i l i e s  i n v o l v e d  i s  i m p o r t a n t  i n  d e c i d i n g  w h e t h e r  t o  k e e p  t h e  f a r m  
i n  t h e  f a m i l y .  I t  i s  r e p o r t e d  t h a t  m a n y  y o u n g  w o m e n  h e s i t a t e  t o  m a r r y  
f a r m  s o n s  b e c a u s e  t h e y  a r e  a f r a i d  t h e y  w i l l  h a v e  t o  l i v e  w i t h  t h e  
h u s b a n d ' s  p a r e n t s .  I n  s o m e  p a r t s  o f  t h e  t h i r t e e n  N o r t h  C e n t r a l  s t a t e s  
t h e  t r e n d  i s  t o w a r d  b u i l d i n g  a n  a d d i t i o n a l  h o m e  o n  t h e  f a r m  s o  t h a t  t h e  
p a r e n t s  c a n  c o n t i n u e  t o  l i v e  t h e r e  a f t e r  r e t i r e m e n t .  I n  o t h e r  a r e a s  
t h e  t r e n d  i s  f o r  t h e  p a r e n t s  t o  m o v e  t o  t o w n .  
T h e  i n v e s t m e n t  r e q u i r e d  t o  b u i l d  a n  e x t r a  h o u s e  m a y  n o t  b e  
j u s t i f i e d  o n  a  s m a l l  f a r m ,  e x c e p t  n e a r  a  t o w n  o r  c i t y  w h e r e  t h e  
d w e l l i n g  h a s  r e n t  o r  s a l e  v a l u e .  A n d  a t  a  l a t e r  d a t e ,  r e n t i n g  o r  s e l l i n g  
t h e  e x t r a  h o u s e  m a y  r e s u l t  i n  h a v i n g  n e i g h b o r s  t o o  c l o s e  t o  t h e  f a r m  
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The young family starts out in its own home. 
operations. It might be better business to buy or build a house in town 
rather than construct a second house on a small farm. 
Another alternative is to buy an adjoining farm which may have 
a usable dwelling on it. If this is possible, it is usually better business 
than to build another house on the one farm. 
Size of business. Not every farm is large enough and productive 
enough to provide jobs and financial support for two families. If the 
farm is small, it may be used as a "base of operations" from which 
the son working alone or with his father may work other land in the 
neighborhood. This arrangement may be continued until the father 
and mother wish to retire from active farm operations, at which time 
it might be possible for the son and his wife to take over the operation 
of the home farm. Or the son may leave home for a while, working 
on other farms or in the city until the father is ready to retire. Then 
he may return, take over the business, and keep the home farm in 
operation as an effective going concern. 
If there is more than one son on a small farm that doesn't provide 
enough work for two men, the following arrangement sometimes works 
out: The father helps an older son get started on another farm, with 
the idea that a younger son will come along at the right time to sup­
plement the father's work and eventually take over the operation of 
the home farm. 
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O n  l a r g e r  f a r m s  t h e  b u i l d i n g  o f  a  s e c o n d  d w e l l i n g  s i m p l i f i e s  t h e  
p r o b l e m s  m e t  i n  t r a n s f e r r i n g  t h e  f a r m  t o  a n o t h e r  m e m b e r  o f  t h e  
f a m i l y .  B e t t e r  o p e r a t i n g  a r r a n g e m e n t s  a n d  t h u s  g r e a t e r  c o n t i n u i t y  a n d  
e f f i c i e n c y  a r e  a l s o  p o s s i b l e  o n  t h e  l a r g e r  f a r m s .  P a r e n t s  f i n d  i t  e a s i e r  
t o  r e m a i n  a n d  r e t i r e  g r a d u a l l y  w h e n  b o t h  c o m f o r t  a n d  e f f i c i e n c y  a r e  
p r o v i d e d  i n  t h e s e  w a y s .  
A  m a j o r  d i f f i c u l t y  i n  a r r a n g i n g  t h e  t r a n s f e r  o f  a  l a r g e r  f a r m  t o  a  
m e m b e r  o f  t h e  f a m i l y  i s  t h e  a m o u n t  o f  c a p i t a l  n e e d e d  b y  t h e  p r o s p e c ­
t i v e  o w n e r  t o  f i n a n c e  t h e  a r r a n g e m e n t .  
T r a n s f e r  p r i c e .  O n e  o f  t h e  m a j o r  c o n s i d e r a t i o n s  r e l a t i n g  t o  
f a m i l y  f a r m - t r a n s f e r s  i s  t h e  t r a n s f e r  o r  s a l e  p r i c e .  P r o b a b l y  a s  g o o d  a  
s u g g e s t i o n  a s  a n y  w o u l d  b e  t o  t r a n s f e r  t h e  f a r m  a t  a  n e g o t i a t e d  p r i c e  
i n  l i n e  w i t h  t h e  p u r p o s e s  o f  t h e  f a m i l y .  
I f  t h e  p a r e n t s  r e a l l y  w a n t  t o  k e e p  t h e  f a r m  i n  t h e  f a m i l y ,  t h e r e  
i s  m e r i t  i n  t r a n s f e r r i n g  i t  a t  a  p r i c e  n o t  i n  e x c e s s  o f  t h a t  w h i c h  t h e  s o n  
o r  s o n - i n - l a w  c a n  r e a s o n a b l y  e x p e c t  t o  p a y o u t  o f  f a r m  e a r n i n g s  o v e r  
t h e  n e x t  2 0  t o  2 5  y e a r s .  H i s t o r y  s h o w s  g r e a t  f l u c t u a t i o n s  i n  p r i c e s  o f  
f a r m s  a n d  f a r m  p r o d u c t s .  P e o p l e  w h o  b u y  f a r m s  o n  c r e d i t  d u r i n g  
p e r i o d s  o f  h i g h  p r i c e s  o f t e n  s h o u l d e r  t o o  l a r g e  a  d e b t  b u r d e n .  T h e  
f r e q u e n t  r e s u l t  i s  t h a t  t h e y  l o s e  t h e i r  f a r m s  w h e n  p r i c e s  d r o p .  T h i s  
i s  w h a t  h a p p e n e d  t o  m a n y  p e o p l e  w h o  b o u g h t  f a r m s  a t  1 9 1 5 - 1 9 2 0  
p r i c e s .  A n y o n e  c o n t e m p l a t i n g  t h e  p u r c h a s e  o f  a  f a r m  l a r g e l y  o n  c r e d i t  
a t  1 9 4 5 - 1 9 5 0  p r i c e s  s h o u l d  g i v e  r e a l  c o n s i d e r a t i o n  t o  f u t u r e  p r i c e  
l e v e l s  a n d  o t h e r  f a c t o r s  t h a t  w i l l  a f f e c t  h i s  a b i l i t y  t o  p a y  f o r  t h e  f a r m  
d u r i n g  t h e  n e x t  2 0  t o  2 5  y e a r s .  
I f  t h e  t r a n s f e r  i s  m a d e  d u r i n g  t h e  l i f e  o f  t h e  o w n e r ,  h e ,  o f  c o u r s e ,  
h a s  t h e  o p p o r t u n i t y  t o  e s t a b l i s h  t h e  t r a n s f e r  p r i c e .  T h e  o w n e r  m a y  
a l s o  i n d i c a t e  i n  h i s  w i l l  t h e  p r i c e  o r  t h e  m e t h o d  o f  a p p r a i s a l  t o  b e  
u s e d  o n  h i s  d e a t h  ( p a g e  1 7 ) .  
P e r i o d  t o  p a y .  I t  i s  i m p o r t a n t  t h a t  t h e  f a r m - o p e r a t i n g  s o n  h a v e  
e n o u g h  t i m e  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t r a n s f e r  t o  m a k e  t h e  p a y m e n t s  
r e q u i r e d  o f  h i m .  T h e  t i m e  s h o u l d  b e  l o n g  e n o u g h  a n d  t h e  c o n d i t i o n s  
o f  p a y m e n t  s u c h  a s  t o  p r o v i d e  a n  a d e q u a t e  m a r g i n  o f  s a f e t y .  H o w  l o n g  
t h e  p e r i o d  s h o u l d  b e  d e p e n d s  m u c h  u p o n  i n d i v i d u a l  c a s e s .  T h e  m a j o r  
d a n g e r  i s  i n  p e r i o d s  s h o r t e r  t h a n  1 0  y e a r s .  
W h a t  t o  d o  a b o u t  f a r m  p e r s o n a l  p r o p e r t y .  I t  i s  u s u a l l y  d e s i r a b l e  
f o r  t h e  f a r m  p e r s o n a l  p r o p e r t y ,  s u c h  a s  l i v e s t o c k ,  m a c h i n e r y  a n d  
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equipment, and feed, to remain on the farm. This helps to keep the 
farm in operation as a going concern. 
As a general rule, the son should buy the farm personal property 
from the father before the farm-transfer arrangement becomes effec­
tive. Often this property is purchased at its inventory value in the 
farm account book. In many instances, the father does not take a note 
from the son in payment for the purchase but instead keeps possession 
of his property until the son has entirely paid for it. 
If the son has not bought the farm personal property before the 
transfer is made, it would need to be appraised and included in the 
total amount to be paid by the son. 
Making improvements. Questions often arise as to maintaining 
and adding to capital improvements on the home farm after the 
parents no longer wish to "put any more money into the farm." 
Occasionally sons have put up buildings and added other improve­
ments on land which they did not own. This is not good business 
unless these improvements have been approved by the parents and a 
written understanding reached as to the reimbursement of the son on 
transfer of the farm or on settlement of the estate. In the interest of 
good family relations, it would be well also to keep the other heirs 
informed regarding such plans. Such an understanding should be put 
into a written, legal form by a lawyer. Reimbursement for improve­
ments could be made on anyone of a number of bases: (1 ) original 
cost, either with or without interest; (2 ) depreciated value, with or 
without interest; (3 ) replacement cost, with or without interest; and 
(4 ) 	the value to an incoming owner. 
Taxes. Taxes are becoming an important factor in family farm­
transfer arrangements. It is strongly urged that the owner consult a 
lawyer or a tax specialist about the tax implications of the transfer. 
Estate, inheritance, income, and gift taxes may be involved . 
. Estate taxes. The federal estate tax applies to the estate before 
it is divided. An estate of $200,000, for example, is subject to the 
same federal tax regardless of whether there are ten heirs, each hoping 
to receive $20,000, or one heir hoping to receive the entire $200,000. 
Federal exemptions, for the present at least, are fairly high, so 
that the estate tax is payable only on the larger estates. The estate tax 
law as of 1950 provides for a specific exemption of $60,000 for a single 
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p e r s o n .  I t  a l s o  p r o v i d e s  a  m a r i t a l  d e d u c t i o n  o f  o n e - h a l f  o f  t h e  d e c e ­
d e n t ' s  " a d j u s t e d  g r o s s  e s t a t e "  a s  l o n g  a s  o n e - h a l f  o f  t h e  p r o p e r t y  i s  
l e f t  t o  t h e  s u r v i v i n g  s p o u s e .  T h e  l a w  a l s o  p r o v i d e s  a  c r e d i t  a l l o w a n c e  
f o r  i n h e r i t a n c e  a n d  e s t a t e  t a x e s  p a i d  t o  t h e  s t a t e .  
I n h e r i t a n c e  t a x .  S o m e  s t a t e s  h a v e  e s t a t e  t a x e s  s i m i l a r  t o  t h o s e  o f  
t h e  f e d e r a l  g o v e r n m e n t ,  b u t  m o s t  s t a t e s  h a v e  i n h e r i t a n c e  t a x e s  o n l y .  
E a c h  h e i r  i s  t a x e d  o n  t h e  a m o u n t  h e  h a s  r e c e i v e d ,  t h e  t a x  v a r y i n g  
w i t h  t h e  d e g r e e  o f  k i n s h i p  b e t w e e n  t h e  h e i r  a n d  t h e  p e r s o n  w h o  l e f t  
t h e  e s t a t e .  
M o s t  s t a t e  i n h e r i t a n c e - t a x  e x e m p t i o n s  a r e  m u c h  l o w e r  t h a n  a r e  
t h e  f e d e r a l  e x e m p t i o n s .  
I n c o m e  t a x .  T h e  c a p i t a l  g a i n s  f e a t u r e  o f  t h e  f e d e r a l  i n c o m e  t a x  
a p p l i e s  w h e n  a n d  i f  t h e  f a r m  i s  s o l d .  A t  t h a t  t i m e  i t  i s  n e c e s s a r y  t o  d e ­
t e r m i n e  t h e  g a i n  i n  t h e  s a l e  p r i c e  o v e r  t h e  p u r c h a s e  o r  o r i g i n a l  t r a n s f e r  
v a l u e .  I f  t h e  p r o p e r t y  h a s  b e e n  h e l d  s i x  m o n t h s  o r  l o n g e r ,  o n l y  o n e - h a l f  
o f  t h e  c a p i t a l  g a i n  i s  c o n s i d e r e d  a s  t a x a b l e  i n c o m e  u n d e r  f e d e r a l  i n ­
c o m e - t a x  l a w s .  S t a t e s  h a v i n g  i n c o m e  t a x e s  h a v e  s i m i l a r  p r o v i s i o n s  i n  
t h e i r  l a w s .  
A p p r a i s a l  o f  e s t a t e .  W h e n  a n  e s t a t e  i s  p r o b a t e d  a n  a p p r a i s a l  o f  t h e  
f a r m  f o r  t a x  p u r p o s e s  i s  r e q u i r e d  b y  s t a t e  l a w .  T h e  c o u n t y  c o u r t  a p ­
p o i n t s  a  c o m m i t t e e  t o  m a k e  a n  a p p r a i s a l  f o r  i n h e r i t a n c e - t a x  p u r p o s e s .  
T h e  a p p r a i s a l  i s  i n t e n d e d  t o  r e p r e s e n t  t h e  c a s h  v a l u e  o f  t h e  f a r m  
a t  t h e  d a t e  o f  t h e  o w n e r ' s  d e a t h .  
T h e  v a l u e  o f  t h e  f a r m  a s  e s t a b l i s h e d  b y  t h e  a p p r a i s a l  c o m m i t t e e  
i s  u s e d  n o t  o n l y  f o r  d e t e r m i n i n g  s t a t e  i n h e r i t a n c e  t a x e s  b u t  a l s o  f o r  
e s t a b l i s h i n g  t h e  " c o s t "  o f  t h e  f a r m  f o r  f e d e r a l  a n d  s t a t e  i n c o m e - t a x  
c a l c u l a t i o n s  w h e n  a n d  i f  t h e  f a r m  i s  s o l d  b y  t h e  n e w  o w n e r .  E x c e p t  f o r  
t h e s e  p u r p o s e s ,  t h e  a p p r a i s a l  i s  n o t  b i n d i n g  o n  t h e  h e i r s .  
S i n c e  t h e  i n c o m e  t a x  i s  c u r r e n t l y  o f  m o r e  i m p o r t a n c e  t h a n  t h e  
i n h e r i t a n c e  t a x ,  t h e  a p p r a i s a l  c o m m i t t e e  s h o u l d  c o n s i d e r  b o t h  t h e  i n ­
h e r i t a n c e - a n d  i n c o m e - t a x  a n g l e s .  T o o  I o w a n  a p p r a i s a l  r e d u c e s  t h e  
i n h e r i t a n c e  t a x  b u t  m a y  i n c r e a s e  t h e  i n c o m e  t a x  i f  t h e  f a r m  i s  l a t e r  
s o l d  b y  t h e  h e i r s .  
S h o u l d  t h e  f a r m  b e  t r a n s f e r r e d  o r  s o l d  s h o r t l y  a f t e r  t h e  i n h e r i t a n c e ­
t a x  a p p r a i s a l  h a s  b e e n  m a d e ,  a t  a  v a l u e  m u c h  a t  v a r i a n c e  w i t h  t h a t  
r e p o r t e d  b y  t h e  t a x  a p p r a i s a l  c o m m i t t e e ,  t h e  c o m m i t t e e  s h o u l d  f i l e  a n  
" a m e n d e d "  i n v e n t o r y  v a l u e  o f  t h e  p r o p e r t y  t o  h a v e  i t  m o r e  n e a r l y  i n  
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accord with the sale or transfer value. Having this appraisal correct 
is especially important from the standpoint of future income-tax 
payments. 
Gift taxes. When property is transferred during the life of the 
owner, a federal gift tax may be involved, although the exemptions, 
like those for the estate tax, are fairly large. The gift-tax law as of 1950 
has a specific one-time exemption for one person of $30,000. With 
a married couple each person has a specific exemption of $30,000. 
In other words, one person could give away $30,000 without tax and 
a man and wife jointly could give away $60,000 to a third party 
without tax. The taxpayer is allowed at his option to spread this 
exemption over a period of years as he sees fit. 
In addition to the $30,000 or the $60,000 specific exemption re­
ferred to above, a single person may give away $3,000 and a man 
and wife $6,000 each year to anyone person without making a tax 
report of such a gift. 
Keep taxes in mind when planning transfer. The amount of state 
inheritance and federal estate and gift taxes may be minimized by 
planning the transfer of the property carefully. For example, if the 
father and mother so wish and if they own the farm jointly, they can 
sell the farm to one or more of their children and take notes in return. 
Then each year the mother and father can each cancel $3,000 of the 
notes without being required to pay a federal gift tax. Moreover, if 
the parent lives long enough, the farm would eventually be transferred 
without the payment of federal estate or state inheritance taxes. 
The Legal Angle 
Of all the possible hazards to the family farm-transfer arrange­
ment, legal difficulties should be the easiest to overcome. Without 
question, a lawyer should be consulted in all matters involved in a 
farm transfer, for it is one of the most important events in the life of 
a farmer. As already mentioned (page 12 ) , competent legal aid will 
give the family assurance that the transfer will be carried out the way 
they want it. This assurance is well worth the lawyer's fee, which de­
pends upon the time that he has to spend on a problem, and usually 
turns out to be less than most clients expect. 
Transfer arrangements that are carefully designed to fit the indi­
vidual case may serve to minimize court costs. Arrangements worked 
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o u t  w h i l e  a l l  p a r t i e s  c o n c e r n e d  a r e  l i v i n g  a n d  o n  w h i c h  t h e r e  i s  m u t u a l  
a g r e e m e n t  a r e  g e n e r a l l y  l e s s  c o s t l y  t h a n  w h e r e  t h e r e  i s  d i s a g r e e m e n t .  
C o u r t  c o s t s  i n  p r o b a t i n g  a n d  s e t t l i n g  a n  e s t a t e  i n  w h i c h  t h e r e  a r e  
f e w  c o m p l i c a t i o n s  a r e  r a t h e r  n o m i n a l .  I f  v e r y  m a n y  c o m p l i c a t i o n s  a r e  
i n v o l v e d ,  c o u r t  a n d  a d m i n i s t r a t i v e  c o s t s  m a y  e q u a l  1 5  p e r c e n t  o r  m o r e  
o f  t h e  v a l u e  o f  t h e  e s t a t e .  J o i n t - t e n a n c y  a r r a n g e m e n t s  m i n i m i z e  p r o ­
b a t e  c o u r t  a n d  a d m i n i s t r a t i v e  c o s t s  o n  i t e m s  s o  h e l d .  P r o b a t e  c o u r t  
c o s t s  a r e  a b o u t  t h e  s a m e  w h e t h e r  t h e r e  i s  o r  i s  n o t  a  w i l l .  I f  t h e r e  a r e  
m a n y  c o m p l i c a t i o n s  r e s u l t i n g  f r o m  t h e  w i l l ,  t h e n  p r o b a t e  c o u r t  c o s t s  
m a y  b e  h i g h e r  t h a n  i f  t h e r e  i s  n o  w i l l .  
U N S E T T L E D  E S T A T E S  
A f t e r  a n  e s t a t e  i s  p r o b a t e d ,  t h e  w a y  i s  o p e n  f o r  f i n a l  s e t t l e m e n t  i n  
a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  w i l l ,  o r  w i t h  t h e  l a w s  o f  i n ­
h e r i t a n c e .  T h e  p r o c e s s  o f  " s e t t l i n g "  e s t a t e s  i s  s o m e t i m e s  d r a g g e d  o u t  
b e c a u s e  h e i r s  d o  n o t  s e e  a n y  i m m e d i a t e  n e e d  t o  s e t t l e  t h e  e s t a t e  a n d  
s o  t h e y  p o s t p o n e  t h e  f i n a l  s t e p s .  I f  o n e  o f  t h e  h e i r s  h a s  b e e n  o p e r a t i n g  
t h e  h o m e  f a r m ,  a s  i s  o f t e n  t r u e ,  h e  m a y  c o n t i n u e  t o  d o  s o .  T h e  o t h e r  
h e i r s  m a y  t h i n k  t h a t  e v e r y t h i n g  i s  g o i n g  s a t i s f a c t o r i l y  a n d  t h a t  s e t t l e ­
m e n t  c a n  b e  m a d e  l a t e r  w h e n  t h e y  h a v e  m o r e  t i m e .  
E x p e r i e n c e  o f  l a w y e r s  a n d  o t h e r s ,  h o w e v e r ,  i n d i c a t e s  t h a t  t o  d e l a y  
s e t t l i n g  a n  e s t a t e  i s  b a d ,  p a r t i c u l a r l y  f r o m  t h e  s t a n d p o i n t  o f  t h e  f a r m ­
o p e r a t i n g  s o n .  W h i l e  h e  m a y  c o n t i n u e  t o  o p e r a t e  t h e  f a r m  w i t h  a  
c e r t a i n  s e n s e  o f  s e c u r i t y  b e c a u s e  h e  o c c u p i e s  i t ,  l e g a l l y  h e  h a s  n o  m o r e  
r i g h t  t o  i t  o r  t o  t h e  f a r m  h o m e  t h a n  a n y  o f  t h e  o t h e r  h e i r s .  A n y  o f  
t h e m  m a y ,  a t  a n y  t i m e ,  d e m a n d  a n d  g e t  a  s e t t l e m e n t .  S u c h  a  d e m a n d  
m a y  c o m e  a t  a  v e r y  i n o p p o r t u n e  t i m e  f o r  t h e  o p e r a t i n g  s o n .  H e  m a y  
e v e n  b e  f o r c e d  t o  m o v e  a f t e r  h a v i n g  s h o u l d e r e d  t h e  r e s p o n s i b i l i t y  f o r  
t h e  f a r m  f o r  m a n y  y e a r s .  
S U M M A R Y  
T h e  u s u a l  m i d w e s t e r n  f a r m  f a m i l y  h a s  t w o  t o  f o u r  c h i l d r e n  a n d  
o n l y  o n e  f a r m .  A l l  o f  t h e  c h i l d r e n  a r e  p r o s p e c t i v e  h e i r s  t o  t h e  f a r m .  
F o r  t h i s  a n d  o t h e r  r e a s o n s ,  s o m e  o f  o u r  m o s t  s e r i o u s  f a r m - o w n e r s h i p  
p r o b l e m s  g r o w  o u t  o f  t r a n s f e r r i n g  f a r m s  w i t h i n  f a m i l i e s  f r o m  o n e  
g e n e r a t i o n  t o  t h e  n e x t .  F a u l t y  w i t h i n - t h e - f a m i l y  f a r m - t r a n s f e r  p r o ­
c e d u r e  n o t  o n l y  c a u s e s  h e a r t a c h e s  b u t  o f t e n  t h e  p a r e n t s  a n d  t h e  f a r m ­
o p e r a t i n g  h e i r s ,  a s  w e l l  a s  t h e  f a r m  i t s e l f ,  a r e  l o s e r s .  
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It isn't always wise to keep the farm in the family. Much depends 
on the answers to these questions: Is there a willing and able heir? Is 
the farm large enough and productive enough to support two families 
and provide for the parents' retirement? Is it the wish of the entire 
family to keep the farm? If these questions can be answered yes, the 
family has a good chance of achieving the goals of an ideal family 
farm-transfer, which are: ( 1) a reasonable degree of security for the 
parents; (2 ) a reasonable degree of security for the farm-operating 
heir; (3 ) equitable treatment for the other heirs; and (4) mainte­
nance of the farm as a going concern. 
Each family should study the many different ways of transferring 
a farm from one generation to the next, so that they can select the best 
method for themselves and their particular farm. The following types 
of transfers may be used: (1 ) transfers during the life of the owner 
by sale or gift; (2 ) transfer plans which are made during the life of 
the owner but which do not take effect until the death of the owner ­
including transfers by contract, by will, by creation of a joint tenancy, 
or by gift of a deed with reservation of a life estate to the surviving 
parent; and (3 ) distribution according to the state laws of descent. 
Taxes and probate court costs are often important but usually are not 
the most important items in determining the best transfer method. 
It is generally most desirable to plan for the transfer and possibly 
to actually transfer the farm during the life of the owner. This provides 
greater security for the farm-operating heir and his family, and often 
may provide for greater security of the parents as well as for better 
maintenance of the farm. 
This is a good course for parents to follow in planning and making 
a transfer within the family: 
1. 	Have an early discussion with the entire family as to whether 
they want to keep the farm. 
2. 	 Give early consideration to ideas about how and when best 
to make the transfer. 
3. 	 Consult with the son, sons, or son-in-law who would like to 
own and operate the home farm. 
4. 	Transfer the farm at a negotiated price in line with the pur­
poses of the family. 
5. 	Consult a lawyer and have him put the plan into written, 
legal form. 
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Wh a t  a r e  t h e  m o s t  d e s i r a b l e  a r r a n g e m e n t s  f o r  t r a n s f e r ­
r i n g  f a r m  p r o p e r t y  f r o m  o n e  g e n e r a t i o n  t o  t h e  n e x t  w i t h i n  
t h e  f a m i l y ?  T h i s  i s  a  p r o b l e m  t o  w h i c h  m a n y  f a r m  p e o p l e  
h a v e  g i v e n  a  g r e a t  d e a l  o f  t h o u g h t ,  a n d  o n  w h i c h  m a n y  
h a v e  a s k e d  h e l p .  
I t  i s  t h e  p u r p o s e  o f  t h i s  p u b l i c a t i o n  t o  s u p p l y  t h a t  h e l p .  
A s  e x p l a i n e d  e a r l y  i n  t h e  t e x t ,  t h e  a u t h o r s  d o  n o t  h e r e  
p r e s e n t  a r g u m e n t s  f o r  k e e p i n g  t h e  f a r m  i n  t h e  f a m i l y ,  b u t  
t h e y  d o  e x p l a i n  n u m e r o u s  w a y s  i n  w h i c h  t h e  t r a n s f e r  c a n  
b e  m a d e  w i t h  s a f e t y  a n d  c o m f o r t  t o  a l l  c o n c e r n e d .  
T h e  c o l l e g e s  j o i n i n g  i n  p u b l i s h i n g  t h i s  c i r c u l a r  h o p e  
t h a t  i t  w i l l  p r o v e  o f  n o  s m a l l  u s e  t o  a  g r e a t  m a n y  f a m i l i e s  
i n  t h e  N o r t h  C e n t r a l  s t a t e s .  
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